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The Committee on Foreign Relations having had under consider-
ation an original bill to amend the Foreign Assistance Act of 1961
and the Arms Export Control Act to authorize reduced levels of ap-
propriations for foreign assistance programs for fiscal years 1996
and 1997 and for other purposes, reports favorably thereon and rec-
ommends that the bill do pass.
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BACKGROUND AND PURPOSE

The Foreign Aid Reduction Act of 1995 will allow the United
States to maintain its role as the only superpower in the world and
to further American national interests overseas, while recognizing
the extreme budget constraints facing our Nation. This legislation
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reduces spending on foreign assistance for fiscal years 1996 and
1997 and establishes new directions and priorities for foreign aid.

The goals of this bill are to ensure that: (1) U.S. national security
interests are protected; (2) export markets are increased for U.S.
businesses; (3) transnational threats to American security, such as
narcotics trafficking, terrorism, and weapons proliferation, are re-
duced; (4) private sector economic growth and democracy take hold
around the globe; (5) and the U.S. Government maintains tools to
respond effectively to urgent international humanitarian crises.

The Foreign Aid Reduction Act of 1995 reduces foreign aid by
levels consistent with those the President recently recommended to
achieve a balanced budget. In an address to the Nation on June 14,
1995, the President stated, “l propose to cut spending in discre-
tionary areas other than defense by an average of 20 percent, ex-
cept education.” This bill is a significant reduction in both the fiscal
year 1995 appropriated level for foreign aid and the fiscal year
1996 budget request as submitted by the President. This bill cuts
$2.104 billion from the fiscal year 1995 enacted level, and
$2,994,000,000 from the President’s fiscal year 1996 request, in-
cluding denying the administration’s $1.25 billion requested au-
thorization for the International Development Agency [IDA] and
$25 million request for the Enhanced Structural Adjustment Facil-
ity [ESAF].

CUTS FAIRLY DISTRIBUTED

The Foreign Aid Reduction Act of 1995 cuts foreign aid across
the board 19 percent below the fiscal year 1995 funding levels and
25 percent below the President’s fiscal year 1996 budget request.
These reductions have been distributed over nearly every account
in the bill.

While the committee places a high priority on security assistance
programs in the foreign aid budget, these programs cannot be im-
mune from funding reductions. Every effort was made to preserve
this funding, which directly benefits American security and assists
our friends and allies around the world. This bill, however, reduces
funding for the Foreign Military Financing [FMF] program by $15
million below the current fiscal year level and 5 percent below the
President's request for fiscal year 1996, providing less than
$100,000,000 for all receipts other than the Camp David countries.
The bill reduces by 32 percent the Administration request for the
International Military Education and Training [IMET] program.
Funding for the Economic Support Fund [ESF] essentially has been
maintained at the fiscal year 1995 appropriated level. The commit-
tee also recommends $25 million for nonproliferation and disar-
mament programs, as requested by the administration.

Recognizing the importance of certain humanitarian programs,
the committee, has authorized funding at the level requested by
the administration. The United Nations Children’s Fund
[UNICEF], the Peace Corps, and the Disaster Assistance account
also have been fully funded at requested levels. The committee also
has provided full funding for those programs which directly benefit
Americans or which assist U.S. business. Assistance for
antiterrorism programs and for the Trade and Development Agency
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is provided at the level requested by the President. Antinarcotics
assistance is funded at the fiscal year 1995 appropriated level.

The committee is recommending consolidation of several existing
development and economic assistance programs. The committee be-
lieves this consolidation is consistent with the administration’s re-
quest for additional flexibility. Under this bill, Development Assist-
ance [DA], the Development Fund for Africa [DFA], funding for
Eastern Europe and the Baltics [SEED], and aid for the Newly
Independent States [FREEDOM Support Act], have been combined
into a single funding source. This allows the administration un-
precedented flexibility in meeting the rapidly changing needs of an
uncertain world. The administration will have expanded latitude to
determine which regions of the world—indeed which countries and
which programs—are of greatest significance to U.S. national inter-
est. Overall funding for the Development Assistance Fund will be
23 percent below current year funding and 27.5 percent below the
administration’s combined requests for these programs.

The committee recommends sharp reductions in multilateral pro-
grams. Supporters of multilateral aid argue that these programs le-
verage U.S. assistance with that of other donors. Leveraged assist-
ance, however, is beneficial only if it is directed to friendly nations
and allies. Too often, multilateral programs carried out through the
United Nations and international financial institutions have bene-
fited nations not supportive of U.S. foreign policy goals. Funding
for the international organizations and programs [IO&P] account
have been cut 47 percent below the fiscal year 1995 appropriated
level. This account funds more than 2 dozen United Nations vol-
untary programs. The committee does not believe that the United
States should continue to contribute to many of these voluntary
U.N. programs in the future. America continues to contribute more
through its assessed contributions than any other nation to the
United Nations. The committee has rejected the administration’s
request to fund the third year authorization for the International
Development Association [IDA] and the IMF's Enhanced Structural
Adjustment Facility [ESAF].

This bill does not authorize funding for either the Agency for
International Development’s operating expenses [OE] or its Inspec-
tor General’'s Office [IG]. Traditionally, both OE and IG funding
have been authorized as part of the foreign assistance legislation.
However, the committee this year passed landmark legislation to
consolidate and streamline the U.S. foreign policy apparatus. A key
component of this reorganization legislation (S. 908) is the abolition
of AID and the integration of its essential operations into the De-
partment of State. For this reason, AID/OE and IG accounts are
authorized in S. 908.

CoMMITTEE ACTION

The Committee on Foreign Relations held a number of hearings
on the International Affairs budget and on the future of U.S. for-
eign assistance programs. Several of these hearings served a dual
purpose: To consider legislation to reorganize and streamline U.S.
foreign affairs agencies and to review U.S. bilateral and multilat-
eral foreign aid programs. Hearings on these issues are as follows:
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February 14, 1995—the Honorable Warren Christopher, Sec-
retary of State, testified on the President’s international affairs
budget request for fiscal year 1996.

March 23, 1995—the Honorable Lawrence Eagleburger, former
Secretary of State, partner at Baker, Donelson, Bearman and
Caldwell; the Honorable Brent Scowcroft, former National Security
Advisor, current president of the Forum for International Policy;
the Honorable McGeorge Bundy, former Special Assistant for Na-
tional Security Affairs, scholar-in-residence, Carnegie Corporation;
the Honorable Fred lIkle, former Director of the Arms Control and
Disarmament Agency, Center for Strategic and International Stud-
ies; Ms. Julia Taft, former Director of the Office of Foreign Disaster
Assistance, president and CEO of InterAction-American Council for
Voluntary International Action; and the Honorable Lannon Walker,
Chairman, Senior Foreign Service Association, testified on the im-
plications of reorganizing the United States foreign affairs appara-
tus to include the dismantlement of the Arms Control and Disar-
mament Agency, the Agency for International Development and the
U.S. Information Agency and folding their functions and personnel
into a more effective, streamlined Department of State.

March 30, 1995—Ms. Linda F. Powers, vice president, Global Fi-
nance, ENRON Development Corporation; Dr. John D. Kasarda, di-
rector, Kenan Institute for Private Enterprise; and Mr. John Se-
well, president, Overseas Development Council offered alternatives
to traditional bilateral and multilateral foreign aid and to its tradi-
tional conduit for funding, the Agency for International Develop-
ment.

The Subcommittee on International Operations held two hear-
ings at which representatives of four Federal agencies testified.
These hearings focused primarily on efforts by the committee to re-
organize and streamline U.S. foreign policy bureaucracies. Signifi-
cant attention was paid to the role of foreign aid in foreign policy
formulation.

March 30, 1995—the Honorable Richard M. Moose, Under Sec-
retary of State for Management; the Honorable John D. Holum, Di-
rector, Arms Control and Disarmament Agency, the Honorable Jo-
seph D. Duffey, Director, U.S. Information Agency; the Honorable
J. Brian Atwood, Administrator, Agency for International Develop-
ment; and the Honorable Jeffrey E. Garten, Under Secretary of
Commerce for International Trade testified on the administration’s
position on the implications of reorganizing the U.S. foreign affairs
agencies. The Honorable Robert M. Kimmitt, managing director,
Lehman Brothers; Dr. William Schneider, Jr., president, Inter-
national Planning Services, Inc.; and Mr. John Rhinelander, part-
ner at Shaw, Pittman, Potts and Trowbridge presented their views
on the reorganization plan.

May 11, 1995—the Honorable Mitch McConnell, U.S. Senator
and Chairman, Foreign Operations Subcommittee; the Honorable
Richard M. Moose, Under Secretary of State for Management; the
Honorable Michael Nacht, Assistant Director, Strategic and Eur-
asian Affairs Bureau, Arms Control and Disarmament Agency; the
Honorable Joseph D. Duffey, Director, U.S. Information Agency;
and the Honorable J. Brian Atwood, Administrator, Agency for
International Development appeared before the committee at their
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request as a followup to the March 30 hearing and to testify on the
draft committee reorganization bill that was to be considered by
the committee on May 17, 1995.

The Subcommittee on Middle East held one hearing dedicated
exclusively to oversight of U.S. assistance programs in the Middle
East:

May 11, 1995—the Honorable Robert Pelletreau, Assistant Sec-
retary of State for Near Eastern Affairs; the Honorable Margaret
Carpenter, Assistant Administrator of the Agency for International
Development for Asia and Near East; and the Honorable Molly K.
Williamson, Deputy Assistant Secretary of Defense for Middle East
and African Affairs. The committee heard from a public panel con-
sisting of Mr. Neal Sher, American-Israel Public Affairs Commit-
tee; Mr. Richard W. Murphy, Council on Foreign Relations; and
Mr. James J. Zogby, Arab-American Institute.

On May 23, 1995, and June 7, 1995, the Committee on Foreign
Relations considered an original committee bill, the “Foreign Aid
Reduction Act of 1995,” which was ordered reported favorably to
the Senate floor on June 7, 1995. A majority of the members were
present and voted in the affirmative, 10 to 8, to report the bill fa-
vorably.

FINAL PASSAGE

Motion by Senator Lugar (seconded by Senator Brown) to report
the “Foreign Aid Reduction Act of 1995” out of committee. The bill
would reduce the administration’s fiscal year 1996 budget request
by $2.994 billion and reduce $2.104 billion from the appropriated
level in fiscal year 1995.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman ................... X Claiborne Pell, Rl .coovvevevcececeeiceceiees v X
Richard G. Lugar, IN ........... X Joseph R. Biden Jr,, DE ..o e X
Nancy L. Kassebaum, KS X Paul S. Sarbanes, MD .......ccccccovevvveviiiees cvvereenes X
Hank Brown, CO ........ X Christopher J. Dodd, CT ...oovvvvinveiiiiins e X
Paul Coverdell, GA ..... X John F. Kerry, MA ..o v X
Olympia J. Snowe, ME X Charles S. Robb, VA .. X
Fred Thompson, TN ... X Russell D. Feingold, WI .. [ET, X
Craig Thomas, WY ... X Dianne Feinstein, CA .......c.ccc.... X X
Rod Grams, MN ... K i et avierinten ovrereeras
John Ashcroft, MO ..o X s

TOTAI oo e s 10 8

RoLLcALL VOTES ON AMENDMENTS AND MOTIONS

During committee consideration of the bill, the following recorded
votes were taken:

Amendment by Senator Brown modifying section 620E of the
Foreign Assistance Act of 1961 (relating to prohibitions on aid to
Pakistan).

Name and State Yeas Nays Name and State Yeas Nays
Jesse Helms, NC, Chairman .................. X Claiborne Pell, Rl ...oveeeeeeeeeeeeereeene X
Richard G. Lugar, IN ........... X Joseph R. Biden Jr,, DE ... v X
Nancy L. Kassebaum, KS X Paul S. Sarbanes, MD .......ccccccvvevvrveciiiees cvvereeias X
Hank Brown, CO ........ X Christopher J. Dodd, CT .. X

Paul Coverdell, GA X John F. Kerry, MA X



Name and State Yeas Nays Name and State Yeas Nays
Olympia J. Snowe, ME .......covvvrivriicrir X Charles S. Robb, VA ..o, X
Fred Thompson, TN .. X Russell D. Feingold, WI . X
Craig Thomas, WY X Dianne Feinstein, CA ....... X
Rod Grams, MN K i ——————————— e
John Ashcroft, MO K e —————————————
TOtAl oo e 16

Amendment by Senator Sarbanes to the Brown motion regarding
authorization ceiling.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman
Richard G. Lugar, IN ........
Nancy L. Kassebaum, KS ..
Hank Brown, CO
Paul Coverdell, GA
Olympia J. Snowe, ME .
Fred Thompson, TN ..
Craig Thomas, WY
Rod Grams, MN ...
John Ashcroft, MO ....

X Claiborne Pell, RI
X Joseph R. Biden Jr., DE
X Paul S. Sarbanes, MD
X Christopher J. Dodd, CT ...
X John F. Kerry, MA
X Charles S. Robb, VA
X

X

X

X

Russell D. Feingold, Wi
Dianne Feinstein, CA .......

><X XX X X X X X X

TOMAl oo e v e ———— 8 9

Motion by Senator Brown that no amendments be offered in com-
mittee to the Foreign Aid Reduction Act of 1995 which would in-
crease the authorization level above Senate Budget Committee’s
funding level.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman X Claiborne Pell, RI X
Richard G. Lugar, IN ..coooeviveivrvciniins s X Joseph R. Biden Jr., DE X
Nancy L. Kassebaum, KS .. X Paul S. Sarbanes, MD .....cccccoevevvvrceeeiiees v X
Hank Brown, CO X Christopher J. Dodd, CT .....covvvvimveiiiiins e X
Paul Coverdell, GA ... X John F. Kerry, MA ... X
Olympia J. Snowe, ME . X . Charles S. Robb, VA X
Fred Thompson, TN X Russell D. Feingold, Wl ...cccoovvvvvcrvvrcins X i
Craig Thomas, WY ... X Dianne Feinstein, CA .....ccccoovveevverceieiiers v X
Rod Grams, MN ... K e —————————————————
John Ashcroft, MO ... X

TOTA oo e s 10 8

Amendment offered by Senator Snowe expressing the Sense of
Congress that the Russian Federation should be condemned if it
provides nuclear technology to Iran and that United States foreign
aid should be terminated.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman X Claiborne Pell, RI X
Richard G. Lugar, IN ... X Joseph R. Biden Jr., DE ... X
Nancy L. Kassebaum, KS .. X Paul S. Sarbanes, MD ... X
Hank Brown, CO ....ccoovvvvevevieriseierieniens svvirennns Christopher J. Dodd, CT X
Paul Coverdell, GA ... X John F. Kerry, MA ... X
Olympia J. Snowe, ME . X Charles S. Robb, VA X
Fred Thompson, TN .. X Russell D. Feingold, WI X
Craig Thomas, WY X Dianne Feinstein, CA ....... X
Rod Grams, MN K i e ——————————— et




Name and State Yeas Nays Name and State Yeas Nays

John Ashcroft, MO ...

Amendment offered by Senator Kassebaum to delete section 608
of the bill relating to a prohibition on funding for the International
Development Association [IDA] for fiscal year 1997.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman ... vevviinnns X Claiborne Pell, RI X
Richard G. Lugar, IN ... X Joseph R. Biden Jr., DE ... X

Nancy L. Kassebaum, KS .. X Paul S. Sarbanes, MD ... X

Hank Brown, CO ....ooevvrmrviiriiniriiiniiins v Christopher J. Dodd, CT X

Paul Coverdell, GA ... X John F. Kerry, MA ... X

Olympia J. Snowe, ME .....oovvviviviiiiiiins v Charles S. Robb, VA ... X

Fred Thompson, TN .. X Russell D. Feingold, Wi X

Craig Thomas, WY X Dianne Feinstein, CA ....... X

Rod Grams, MN ... X i e

John Ashcroft, MO ......vvvveevviiiciiiciis

Amendment offered by Senator Feingold to provide up to $35
million for the United Nations Fund for Population Activities
[UNFPA] unless certain conditions are not met.

Name and state Yeas Nays Name and State Yeas Nays

X Claiborne Pell, RI
X Joseph R. Biden Jr., DE ...
........... Paul S. Sarbanes, MD ...
s Christopher J. Dodd, CT
........... X John F. Kerry, MA ...

Jesse Helms, NC, Chairman
Richard G. Lugar, IN ...
Nancy L. Kassebaum, KS ..
Hank Brown, CO ...
Paul Coverdell, GA ...

Olympia J. Snowe, ME . X Charles S. Robb, VA ...
Fred Thompson, TN ... v Russell D. Feingold, Wi
Craig Thomas, WY X Dianne Feinstein, CA .......

Rod Grams, MN ... .
John Ashcroft, MO ... -

Amendment offered by Senators Feinstein and Kassebaum to au-
thorize United States participation in the Asian Development Bank
and to authorize $13.2 million in each of fiscal years 1996 and 1997
for paid-in capital.

Name and State Yeas Nays Name and State Yeas Nays
Jesse Helms, NC, Chairman ... v X Claiborne Pell, RI X
Richard G. Lugar, IN ........ X s J0SEph R. Biden Jr., DE X
Nancy L. Kassebaum, KS .. X Paul S. Sarbanes, MD ..... X
Hank Brown, CO .. X Christopher J. Dodd, CT X
Paul Coverdell, GA ... X John F. Kerry, MA ... X
Olympia J. Snowe, ME . X Charles S. Robb, VA X
Fred Thompson, TN .. s X Russell D. Feingold, WI X
Craig Thomas, WY X Dianne Feinstein, CA ... X
Rod Grams, MN ..o svvirennns K
John Ashcroft, MO ... K e ———————————
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Amendment offered by Senator Brown expressing the sense of
Congress that the Republic of China’s [Taiwan] membership in the
World Trade Organization [WTQO] should be a priority and that the
United States should support Taiwan’s entry in WTO.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman ..
Richard G. Lugar, IN ........
Nancy L. Kassebaum, KS ..
Hank Brown, CO ...
Paul Coverdell, GA ...
Olympia J. Snowe, ME ..
Fred Thompson, TN ..
Craig Thomas, WY
Rod Grams, MN ...
John Ashcroft, MO ...

Claiborne Pell, RI ... . X
Joseph R. Biden r.,
Paul S. Sarbanes, MD ...
Christopher J. Dodd, CT ...
John F. Kerry, MA ........
Charles S. Robb, VA
Russell D. Feingold, Wi
Dianne Feinstein, CA .......

>X XX X XX X X X X X X

Amendment offered by Senators Kerry, Pell, Sarbanes and
Snowe to authorize an additional $45 million in each of fiscal years
1996 and 1997 to the International Organizations and Programs
account and to strike the prohibition on fiscal year 1996 funding
for 14 United Nations voluntary programs.

Name and State Yeas Nays Name and State Yeas Nays
Jesse Helms, NC, Chairman .......cccceeeee wvevveins X Claiborne Pell, Rl .....ocovvvevverrriniieinninns X
Richard G. Lugar, IN X Joseph R. Biden Jr., DE ... X
Nancy L. Kassebaum, KS .. X Paul S. Sarbanes, MD ... X
Hank Brown, CO w..ooevveeveveceeceeeeeceies v Christopher J. Dodd, CT ... X
Paul Coverdell, GA ... X John F. Kerry, MA ........ X
Olympia J. Snowe, ME .. X Charles S. Robb, VA ... X
Fred Thompson, TN .. Russell D. Feingold, WI X
Craig Thomas, WY X

Rod Grams, MN ...
John Ashcroft, MO ...

X
X Dianne Feinstein, CA .......
X

Amendment by Senator Pell to authorize $20 million in each of
fiscal years 1996 and 1997 for the American Schools and Hospitals
Abroad (ASHA) program.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman ..
Richard G. Lugar, IN
Nancy L. Kassebaum, KS ..
Hank Brown, CO ......
Paul Coverdell, GA ...
Olympia J. Snowe, ME ..
Fred Thompson, TN ..
Craig Thomas, WY
Rod Grams, MN ...
John Ashcroft, MO ...

........... X Claiborne Pell, RI
........... X Joseph R. Biden Jr., DE ...
........... X Paul S. Sarbanes, MD

X Christopher J. Dodd, CT ...
X John F. Kerry, MA ........
X Charles S. Robb, VA ...
X Russell D. Feingold, WI
X
X
X

Dianne Feinstein, CA ..

Amendment by Senator Brown to authorize $10 million in Eco-
nomic Support Funds (ESF) in fiscal year 1996 for the development
of an industrial park on the border in Gaza or the West Bank.



Name and State Yeas Nays Name and State Yeas Nays
Jesse Helms, NC, Chairman ......cccceeeeee vvverenene X Claiborne Pell, RI X
Richard G. Lugar, IN ....... X Joseph R. Biden Jr., DE X
Nancy L. Kassebaum, KS . X Paul S. Sarbanes, MD . X
Hank Brown, CO ...... X Christopher J. Dodd, CT X
Paul Coverdell, GA ..o s John F. Kerry, MA ... X
Olympia J. Snowe, ME . Charles S. Robb, VA X
Fred Thompson, TN .. s Russell D. Feingold, WI ... X
Craig Thomas, WY ..o v Dianne Feinstein, CA X

Rod Grams, MN ..
John Ashcroft, MO ...

Total ..

11

7

Amendment offered by Senator Brown to authorize $15 in Eco-
nomic Support Funds (ESF) in fiscal year 1996 for the Inter-
national Fund for Ireland.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman .......cceeeee vvvvvnnns X Claiborne Pell, RI X
Richard G. Lugar, IN X Joseph R. Biden Jr., DE X
Nancy L. Kassebaum, KS X Paul S. Sarbanes, MD X
Hank Brown, CO ...... X Christopher J. Dodd, CT X
Paul Coverdell, GA ... X John F. Kerry, MA ... X
Olympia J. Snowe, ME X Charles S. Robb, VA X
Fred Thompson, TN ... v X Russell D. Feingold, WI ... X
Craig Thomas, WY X Dianne Feinstein, CA ... X
Rod Grams, MN .. X

John Ashcroft, MO ....

14

4

Amendment offered by Senator Dodd to allow certain types of as-

sistance for Nicaragua.

Rod Grams, MN

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman .........ccccceeee vverennne X Claiborne Pell, RI X
Richard G. Lugar, IN ....... X Joseph R. Biden Jr., DE X
Nancy L. Kassebaum, KS . X Paul S. Sarbanes, MD . X
Hank Brown, CO . X Christopher J. Dodd, CT X
Paul Coverdell, GA ... X John F. Kerry, MA ... X
Olympia J. Snowe, ME . X Charles S. Robb, VA X
Fred Thompson, TN .. X Russell D. Feingold, WI X
Craig Thomas, WY .....oocmrineinciniins s X Dianne Feinstein, CA X

X

X

John Ashcroft, MO ...

10
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Amendment by Senator Feinstein to prohibit U.S. assistance to
countries that prohibit or restrict the transport or delivery of U.S.
humanitarian assistance.

Name and State Yeas Nays Name and State Yeas Nays
Jesse Helms, NC, Chairman ... X Claiborne Pell, RI X
Richard G. Lugar, IN ..ccoovineivrnciiniins s X Joseph R. Biden Jr., DE X
Nancy L. Kassebaum, KS X Paul S. Sarbanes, MD X
Hank Brown, CO ...oooveverivevcceceiceeeies v X Christopher J. Dodd, CT X
Paul Coverdell, GA ... X John F. Kerry, MA ... X
Olympia J. Snowe, ME . X Charles S. Robb, VA X
Fred Thompson, TN X Russell D. Feingold, WI ... X
Craig Thomas, WY ..o X Dianne Feinstein, CA ......ccccovvvvrvvvverrennnns X



Name and State Yeas Nays Name and State Yeas Nays

Rod Grams, MN ....... X
John Ashcroft, MO ...

Brown amendment to Sarbanes cargo preference.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman
Richard G. Lugar, IN
Nancy L. Kassebaum, KS ..
Hank Brown, CO ......
Paul Coverdell, GA ...
Olympia J. Snowe, ME .
Fred Thompson, TN ..
Craig Thomas, WY
Rod Grams, MN ...
John Ashcroft, MO ...

Claiborne Pell, Rl .ecovvveveeceeeeeeeeiees v
Joseph R. Biden Jr., DE ...
Paul S. Sarbanes, MD ...
Christopher J. Dodd, CT
John F. Kerry, MA ...
Charles S. Robb, VA ...
Russell D. Feingold, WI
Dianne Feinstein, CA .......

XX X X X X X X

Amendment by Senator Feinstein to strike section 167 of the bill
relating to thresholds for notification to Congress of arms sales.

Name and State Yeas Nays Name and State Yeas Nays

Jesse Helms, NC, Chairman .
Richard G. Lugar, IN ........
Nancy L. Kassebaum, KS ..
Hank Brown, CO ......

X Claiborne Pell, RI ....

X Joseph R. Biden Jr., DI
........... Paul S. Sarbanes, MD .....
........... X Christopher J. Dodd, CT
Paul Coverdell, GA .....ccoeovveveciiviiecciiees v X John F. Kerry, MA ...
Olympia J. Snowe, ME . . X Charles S. Robb, VA ...
Fred Thompson, TN .. [P X Russell D. Feingold, WI
Craig Thomas, WY X Dianne Feinstein, CA .......

X

X
X
X
X
X
X
X
X

Rod Grams, MN ...
John Ashcroft, MO ...

Sarbanes amendment regarding cargo preference.

Name and State Yeas Nays Name and State Yeas Nays

Claiborne Pell, RI
Joseph R. Biden Jr., DE

Jesse Helms, NC, Chairman X

. X
........... X Paul S. Sarbanes, MD

X

X

Richard G. Lugar, IN
Nancy L. Kassebaum, KS ..
Hank Brown, CO
Paul Coverdell, GA ...
Olympia J. Snowe, ME .

Christopher J. Dodd, CT ...
. John F. Kerry, MA ...
X Charles S. Robb, VA

>X X XX X X X X X

Fred Thompson, TN ...ocvcrciriins s X Russell D. Feingold, WI
Craig Thomas, WY ..o s X Dianne Feinstein, CA .....cccovvvvvvecveceeene X e
Rod Grams, MN .....oocvvmmriiiiniiinns v K o
John Ashcroft, MO ... K —————————

TOMAL oo e s 9 9

AMENDMENTS AGREED TO BY VOICE VOTE

During committee consideration of the bill, the following amend-
ments were agreed to by voice vote:

A new section expressing a statement of policy on Africa, offered
by Senators Feingold and Kassebaum.
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Modify section 315 relating to Private Voluntary Organizations,
offered by Senator Pell.

Transfer $108 million in each fiscal year from the international
narcotics control account into the development assistance fund, of-
fered by Senator Kassebaum.

Authorize foreign military financing [FMF] loans to Greece and
Turkey in fiscal year 1997, offered by Senator Lugar.

Sense of Senate regarding Taiwan’s participation in the United
Nations offered by Senator Brown.

AMENDMENTS AGREED TO EN BLOC

During committee consideration of the bill, the following amend-
ments were agreed to without objection en bloc:

A new section expressing the Sense of the Senate on continuation
of free trade treatment for Gaza and Jericho.

A new section expressing the Sense of the Senate supporting the
resolution to the dispute regarding Cyprus.

A new section expressing the Sense of the Senate on free trade
area for Taba, Elat and Agaba.

Delete section 722 regarding expropriation of American property.

Modify section 506 regarding sanctions against Colombia for ille-
gal drugs and trafficking activity.

Modify section 508 regarding involvement of Mexican Govern-
ment officials in illegal drug trafficking.

Delete section 703 regarding earmarks.

Add a new section requiring a report on Russian expropriation
issues.

A new section expressing the sense of the Senate on countries in
transition to a free market economy.

Add language to section 311 regarding percentage of assistance
for the Development Fund for Africa.

Modify section 730 regarding mercenary forces.

Modify section 320 regarding limitation on waivers.

Modify section 502 regarding assistance to Nicaragua.

Modify section 605 regarding assistance to Burma.

A new section regarding deadlines for evaluation of and report on
health care services provided to Peace Corps volunteers.

TECHNICAL AMENDMENTS AGREED TO EN BLOC

During Committee consideration of the bill, the following tech-
nical and conforming amendments were agreed to without objection
en bloc:

Modify section 162 regarding the standardization of third country
transfers of defense articles.

Modify section 302 regarding microenterprises and credit reform.

Modify section 509 regarding antinarcotics activities in Burma.

Modify section 668 regarding transportation expenses for human-
itarian assistance.

Modify section 721 regarding national interest requirements.

ForEIGN AID OVERVIEW

On June 7, the Foreign Relations Committee approved the “For-
eign Aid Reduction Act of 1995,” which cuts from the President’s
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foreign aid budget request $6.23 billion in fiscal years 1996 and
1997. On May 17, 1995, the Committee on Foreign Relations ap-
proved the “Foreign Relations Revitalization Act of 1995” (S. 908),
which is an historic plan to streamline U.S. foreign policy institu-
tions and save U.S. taxpayers more than $3.5 billion over 5 years.
These cuts are necessary to achieve the spending reductions allo-
cated for the international affairs budget function (150 account)
and a balanced Federal budget by 2002, as approved by the Senate
on May 25, 1995.

For more than 50 years, Americans have handed out
$450,000,000,000 in foreign aid (not adjusted for inflation)—far
more than any other nation in the world. The United States pro-
vided some form of foreign aid to 148 countries in fiscal year 1995,
and for fiscal year 1996, the administration requests providing for-
eign aid to 145 countries. The Agency for International Develop-
ment [AID] has announced that it is closing missions in 22 coun-
tries, but many of those countries will still receive foreign aid and
AID personnel will remain.

What began as a temporary effort to help rebuild war-torn Eu-
rope has today become an “entitlement program” that shovels bil-
lions of dollars each year to nearly every developing nation on
Earth. For example, as part of his budget, the President requested
a 500 percent increase in “debt forgiveness,” above fiscal year 1995
to forgive the debt which foreign countries owe to the U.S. Govern-
ment. While the U.S. Government spirals deeper into debt, the
President's budget proposes to cancel debt that other nations are
obligated to pay to the United States, and provide some of those
same countries with additional foreign aid grants.

Since foreign aid has been financed by borrowing, and interest
payments have also been financed by borrowing, the actual cost of
foreign aid to the U.S. according to a Congressional Research Serv-
ice study, is nearly $2 trillion dollars (not adjusting for inflation).
Some of this has been recovered in the purchase of U.S. goods and
services (primarily military hardware) and in repayments of gov-
ernment-to-government loans. U.S. Government debt stood at
$4,904,368,578,709.58 when the “Foreign Aid Reduction Act” was
approved by the committee.

Since the 104th Congress began, an invigorated debate has aris-
en about the need for, and usefulness of, foreign aid. Defenders of
the 35 years of status quo in foreign aid have attempted to justify
continuing to spend more than $14,000,000,000 annually. Others,
however, question whether the United States should continue to fi-
nance high levels of foreign aid in light of the enormous U.S. budg-
et deficit and the lack of evidence that development programs actu-
ally benefit the poorer nations they purport to assist. In fact, this
failure in foreign aid prompted the Clinton administration's Task
Force on Foreign Aid Reform (the Wharton report) to state, “de-
spite decades of foreign assistance, most of Africa and parts of
Latin America, Asia and the Middle East are economically worse
off today than they were 20 years ago.”

FOREIGN AID STIFLES FREE MARKET GROWTH

A nation does not develop a vibrant economy through develop-
ment aid, but by its adoption of an economic system which encour-



13

ages individual initiative through minimal state intervention. De-
velopment stagnates in countries which fail to protect private prop-
erty, expropriate wealth through high levels of taxation, and re-
press entrepreneurship through regulation and policies that favor
state enterprises. Development aid at best may make a marginal
contribution to the transformation of statist economies into market-
based economies. Too often, the U.S. Development Aid Program,
acting in conjunction with other donors, including the World Bank,
regional development banks, and the International Monetary Fund,
have hindered such transitions by subsidizing statist economic poli-
cies. Further, U.S. bilateral government-to-government aid pro-
grams, many involving large grant cash transfers, assisted in prop-
ping up regimes which were undemocratic and which routinely vio-
lated the rights of their own citizens.

The importance of a sound free market economy is evident in
many of the development success stories, including Taiwan and
Chile, which started on their road to economic development only
after their development aid was ended, largely for political reasons.
Only then, without the development aid subsidy, were these coun-
tries forced to implement their trying, yet ultimately successful,
free market policies.

The most powerful tool to foster economic growth in developing
nations is the development of the private sector. That development
assistance should be concentrated on nations which promote pri-
vate sector economic growth was a recommendation of the Presi-
dent's Commission on the Management of AID Programs (1992).
The Committee supports this policy as it would supply a des-
perately needed focus to the development assistance program,
which has been burdened with an excessive number of objectives.
It is worth investing resources only in those countries supportive
of private sector economic growth and which welcome the entry of
the U.S. private sector in their economies.

FOREIGN AID FOSTERS DEPENDENCY

Many of the countries now being phased out of the U.S. Develop-
ment Aid Program through consolidation of AID missions are not
“graduates” in the traditional sense—that is, these are not coun-
tries whose development aid has ended due to their new-found
prosperity. Instead, AID has been justifiably eliminating programs
in countries which are not good “development partners.” Thus it is
possible that with changed conditions—that is, a democratically
elected government coming to power in Zaire—the number of coun-
tries receiving development aid could once again increase. It is es-
sential, however, that there be some degree of pressure for final
termination of U.S. development aid programs. The U.S. Develop-
ment Aid Program, as well as the international development aid
community, has lost any sense that its assistance efforts are to be
transitional.

Development aid has become a matter of how many dollars can
be transferred between the governments of the developed and the
developing world, with the Organization for Economic Cooperation
and Development [OECD] keeping score and chastising “laggard”
countries, for what it has determined to be ungenerous official de-
velopment aid spending levels. This phenomenon has never been
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more clear as in a recent internal AID document which in a May
3, 1995, memo states that the Assistant Administrator for Manage-
ment, “announced that we are 62 percent through this fiscal year
and we have 38 percent of the dollar volume of procurement ac-
tions completed; we need to do $1.9 billion in the next 5 months.
So let's get moving.” While AID has attempted to dismiss this
memo as the informal views of mid-level staff, it is clear that the
mentality of the bureaucracy and the leadership at AID is to spend
as much money as quickly as possible. Whether or not this money
is spent wisely and on projects which benefit U.S. national inter-
ests appears not to be a concern for AID.

This traditional approach extracts a cost throughout the develop-
ing world, including bolstering the debilitating sense of entitle-
ment. This is antithetical to the spirit of independence that is cru-
cial to successful national development. A reaffirmation of the tem-
porary nature of development aid through an annual determination
of graduation dates, as proposed by the committee, will reinterject
into these programs the sense of transition that accompanied the
establishment of the development aid program and which has been
lost over the succeeding 35 years.

AID recently announced its intent to close a number of overseas
missions. Currently, AID operates 90 overseas missions and the
U.S. Government provides some form of assistance to nearly every
developing country. In fiscal year 1995, the United States provided
foreign aid to 148 nations; for fiscal year 1996, the President has
requested aid for 145 countries. Lacking a cold war rationale and
confronting dramatically decreasing financial resources as proposed
by this legislation, the development aid program simply is spread
too thin to be effective.

Eleven countries—almost all in Latin America—have been re-
ceiving foreign aid since 1946. More than 70 countries have been
receiving United States foreign aid for more than 35 years. Most
African recipients have been receiving United States foreign aid
since before, or immediately after, gaining their independence from
European countries. In most instances these nations have only
stopped receiving assistance for negative reasons—overthrow of
government, human rights abuses, government-sponsored drug
trafficking, failure to pay international debt—and very few have ac-
tually graduated from United States aid. Rather than helping coun-
tries gain economic independence or democracy, the committee be-
lieves that foreign aid has often created a destructive cycle of de-
pendency, allowing governments to postpone or avoid free market
economic and democratic reform. The following is a list of countries
that have received United States foreign aid for 35 years or more:

CREATING DEPENDENCY

Total years in

Country Years dependency

BOIVIA ..o TN e 1946-96 51
Chile TR 1946-96 ... 51
Columbia .......... SRS SRS . 1946-96 ... 51
Costa RICA ...vvvvveererrrererinnne ST e 1946-96 ... 51
ECUadOr .....vvverirecinne s s 1946-96 ... 51
El Salvador ....... s s 1946-96 ... 51

Guatemala .......cooeevereriennne et [T 1946-96
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CREATING DEPENDENCY—Continued

Total years in

Country Years dependency

Haiti ..o 1946-96 ... 51
Honduras 1946-96 ... 51
Panama 1946-96 ... 51
Peru ... . 1946-96 ... 51
Philippines ... 1946-96 ... 51
India 1946,48-96 ................ 50
Indonesia ........ 1946-47,49-96 . 50
[T — 1946-70,72-96 ......... 50
Turkey oo 1946-75,77-96 .......... 50
Uruguay 1946-87,89-96 50
Liberia . 1946,48-95 ...... 49
Ethiopia 1946-47,51-96 48
Nicaragua ..... 1946-84,88-96 48
Lebanon ........ 1946,51-96 .. 47
Thailand .. 1946,51-96 47
Israel ... 1951-96 ... 46
JOTOAN et 1951-96 ... 46
Morocco . 1952-96 ... 45
Nepal .......... 1952-96 ... 45
Dominican Rep 1953-96 ... 44
Egypt ... 1946,48,51-67,72-96 44
Tunisia 1952,54-96 .. 44
Kenya .. . 1954-96 ... 43
Guyana ........ 1952,55-96 .. 43
Afghanistan 1950-79,85-95 42
Sierra Leone ... 1952,55-57,59-96 42
Sri Lanka ....... 1955-96 42
Zaire 1952,54-95 42
Belize .......... 1956-96 41
Jamaica 1956-96 41
Malawi 1956-96 ... 41
Somalia 1954-71,75-96 . 40
Uganda 1954-56,58-76,79-96 40
Gambia 1956-58,61-96 ......... 39
Ghana . . 1952,54-96 . 39
Portugal ...... 1950-69,72,75-92 ... 39
Sudan ........ 1956,58-95 .. 39
Tanzania . 1958-96 ... 39
Benin .. 1959-96 ... 38
Guinea .......... 1959-96 ... 38
Madagascar .. 1959-96 ... 38
Togo 1959-96 ... . 38
Zambia ....... 1953-54,60-68,70-96 38
Cameroon .. 1960-96 ... 37
Gabon ......... 1960-96 ... 37
Mauritania ... 1954,60-69,71-96 ..... 37
Mauritius ... 1958-59,61-93,95-96 37
Burma . . 1947,51-73,77-89 ..... 37
Burkina Faso .. 1961-96 ... 36
Burundi ....... 1961-96 ... 36
Cen Africa Rep 1961-96 ... 36

1961-96 ... 36

1961-96 ... 36
Niger ... 1961-96 ... 36
Nigeria .......... 1954-76,86-96 .......... 36
Senegal ....... 1961-96 ... 36
Seychelles ... 1961-96 ... 36
Swaziland ... 1961-96 .....covvvriirnnens 36
Chad .......... 1961-80,82-96 . 35
Rwanda ..... 1962-96 .....coovevvriinnens 35
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FOREIGN AID: PROPPING UP UNDEMOCRATIC REGIMES

In its fiscal year 1996 congressional presentation, AID attempts
to link foreign aid spending to the transition from unfree societies
to democracy in developing countries. AID claims that in the past
15 years, it has maintained programs in 36 of the 57 nations that
made the transition from unfree societies to democracy. But, AID
also has programs in 54 countries currently designated “not free”
by the Freedom House publication Freedom Review.

Supporters of development aid argue that much of the develop-
ment and economic aid provided during the cold war went not for
true development purposes, but to buy the support of dictators in
strategically important proxy states. These same supporters argue
that today’s AID development budget, not overshadowed by cold
war concerns, goes to assist nations most in need and which are
moving unalterably toward democracy. The following list prepared
by Freedom House shows otherwise.

FISCAL YEAR 1996 FOREIGN AID: NATIONS DESIGNATED “NOT FREE™ BY FREEDOM REVIEW

[In thousands of dollars]

Nation DA ESF SAUNIS PL480  NARCS Eeofgg FFAMET/ - fotal
Afghanistan 0 0 0 0 0 0 0 0
Algeria .. . 0 0 0 0 0 0 75 75
ANGOIA oo 0 10,000 0 0 0 0 0 10,000
Azerbaijan 0 0 9,000 0 0 0 0 9,000
Bahrain .. 0 0 0 0 0 0 100 100
Bhutan ........ 0 0 0 0 0 0 0 0
Bosnia-Herzegovina .. 0 0 80,640 0 0 0 200 80,840
Brunei ........ocovev 0 0 0 0 0 0 0 0
Burma (Myanmar) 0 0 0 0 0 0 0 0
Burundi 4813 0 0 0 0 0 125 4,938
CaAMEIOON ....vovecvreieieieeeese et 315 0 0 0 0 1970 100 2,385
Chad ..... . 616 0 0 0 0 1,488 100 2,204
China (P.R.C.) v 0 0 0 0 0 604 0 604
Cote AE'IVOITE .ouovereeeeererererereeeseeeins 229 0 0 0 0 1823 160 2,212
Cuba ..... . 0 0 0 0 0 0 0 0
DJIDOULH v 100 0 0 0 0 0 150 250
Egypt ... 0 815,000 0 0 0 0 1,301,000 2,116,000
Equitorial Guinea 25 0 0 0 0 0 0 25
Eritrea .. . 9,624 0 0 4,060 0 1215 250 15,149
EERIOPIA vvvvevvevrereeesseenseeeeeessnei 41,087 0 0 66,353 0 1,38 300 109,125
Gambia . 1,841 0 0 2,088 0 1543 0 5,472
Guinea .. 25,666 0 0 0 0 2155 175 27,996
INAONESIA <..vvvevvevrereeeierere s 61,391 0 0 1,863 0 0 600 63,854
Iran 0 0 0 0 0 0 0 0
Irag ... 0 0 0 0 0 0 0 0
Kazakhstan .. 0 0 62,000 0 0 2,089 375 64,464
Kenya ........... .. 31,620 0 0 6,951 0 2,777 350 41,698
Korea, North 0 0 0 0 0 0 0 0
Laos ........ 0 0 0 0 2,000 0 0 2,000
LIDBIIA evvvvercrcviriereriesseseesrisnnens 0 0 0 0 0 0 0 0
Libya ... 0 0 0 0 0 0 0 0
Maldives 0 0 0 0 0 0 80 80
Mauritania 956 0 0 0 0 1199 0 2,155
Nigeria .. 26,827 0 0 0 0 0 0 26,827
Oman ... 0 0 0 0 0 0 110 110
[0 RPN 0 0 0 0 0 0 0 0
Rwanda .. 5,451 0 0 0 0 0 0 5,451
Saudi Arab 0 0 0 0 0 0 0 0
SIEITa LEONE .ucvvvvveeurreeerrrreisseeesnissnnenns 749 0 0 0 0 0 120 869
Somalia 5,563 0 0 0 0 0 0 5,563
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FISCAL YEAR 1996 FOREIGN AID: NATIONS DESIGNATED “NOT FREE™ BY FREEDOM REVIEW—Continued

[In thousands of dollars]

Peace  FMF/IMET/

Nation DA ESF SAI/NIS ~ PL 480  NARCS Total

Corps Mil

0 0 0 0 0 0 0 0

359 0 0 0 0 129 80 1,733

R RSO 0 0 0 0 0 0 0 0
TAJIKIStAN .ooooevce s 0 0 7,000 0 0 0 0 7,000
TANZANIA oo s 42,632 0 0 0 0 2175 175 44,982
Togo ... 265 0 0 0 0 2272 0 2,537
Tunisia 0 0 0 0 0 1912 800 2,712
Turkmenist: 0 0 4,000 0 0 1232 225 5,457
United Arab E 0 0 0 0 0 0 0 0
Uzbekistan 0 0 11,000 0 0 1199 225 12,424
Vietnam 0 0 0 0 0 0 0 0
Yemen 9,465 0 0 0 0 0 0 9,465
Yugosla 0 0 0 0 0 0 0 0
Zaire ...... 0 0 0 0 0 0 0 0

.............................................. 269,594 825,000 173,640 81,315 2,000 28,332 1,305,875 2,685,756

DUBIOUS LINKAGE BETWEEN FOREIGN AID AND U.S. EXPORTS

The Agency for International Development claims that foreign
aid is a boon for the U.S. private sector. The General Accounting
Office, however, disagrees. In 1993, GAO called “Foreign Assist-
ance: Accuracy of AID Statistics on Dollars Flowing Back to the
U.S. Economy is Doubtful.” The report showed how AID skews its
own statistics to persuade its critics that foreign aid is good for
U.S. business.

According to the GAO report, AID’s statistics show no link be-
tween foreign aid and exports; the methodology of AID’s analysis
is faulty; and foreign aid expenditures are not large enough to have
a significant positive affect on U.S. trade, even if there was a legiti-
mate link between foreign aid and exports. Specifically, the report
stated:

The accuracy and reliability of AID reflow statistics is
doubtful because of significant data limitations and the
methodologies used to generate the statistics. AID agrees
that reflow statistics cannot be verified.

AID officials said [its Buy American Reporting System
or] BARS statistics are not useful, nor are they being used
for management decision-making. The number of addi-
tional jobs cannot be readily determined.

In response to the report, AID claimed that “while [its] direct im-
pact on the U.S. economy is not large, AID’s success in promoting
economic growth significantly affects U.S. exports to developing
countries.” But, GAO strongly disagreed. GAO stated that AID’s
analysis “does not document a direct linkage between the U.S. for-
eign aid program to any specific country and increased U.S. exports
to that country.”
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Chart i

1994 AID $ to Beltway Firms
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Further, even though AID claims that foreign aid benefits busi-
nesses across the United States, its own figures confirm that more
money goes from AID to firms in the District of Columbia, Virginia,
and Maryland than to the other 48 States combined. This chart is
based on information provided by AID.

AID is more interested in funding development programs that
have little if any relationship to promoting U.S. trade or promoting
free markets and private enterprise. According to the Congres-
sional Research Service (CRS), the President’s $1,300,000,000 fiscal
year 1996 budget request for the Development Assistance Fund
sets aside 69 percent of the funds for population control and envi-
ronment programs. The administration proposes an increase of $54
million for population control programs and a $24 million increase
for environment programs. The Administration proposes to cut
“economic growth activities” by $87 million. Less than $15 million
is proposed for microenterprise programs, which assist small enter-
prises in developing countries. Further, AID appears to have a
unique definition of “economic growth.” According to AID’s fiscal
year 1996 Congressional Presentation Documents, funding for the
prevention of “sexually transmitted diseases” falls under the cat-
egory of “economic growth.”
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Chart 2
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Finally, many foreign aid recipients are many years away from
having a viable trade relationship with the United States despite
decades of assistance. The Agency for International Development,
in its fiscal year 1996 congressional presentation document, states
clearly the insignificance of the U.S. export market to sub-Saharan
Africa. Assuming a growth rate of 7 percent over the next 30 years,
AID expects the total market of all sub-Saharan Africa countries
will only be equal to the size of the Japanese market today. Since
the United States’ economy is expected to growth considerably over
this same period, trade with sub-Saharan Africa would not nec-
essarily increase relative to other trading partners. AID does not
state whether or not it expects these nations to continue to receive
U.S. foreign assistance for the next three decades.

STABILITY NOT GUARANTEED BY DEVELOPMENT AID

AID claims that foreign aid assists in preventing man-made and
natural disasters and improves economies of third world nations.
While it is impossible to know if foreign aid has prevented any dis-
asters, it is clear that, despite billions in assistance, many nations
are still racked by civil unrest and man-made crisis that foreign aid
was supposed to avert. For example, from 1962 through 1993, the
United States taxpayers provided to Rwanda $244.4 million in de-
velopment and economic aid, with $34.9 million in foreign aid as
recently as 1993. During that same period the United States pro-
vided to Somalia $855.6 million in development and economic aid,
with $103.4 million in aid as recently as 1993. Haiti has received
foreign aid for 51 years, and before that, the U.S. occupied Haiti
for 19 years. Yet Haiti still awaits its first truly elected democratic
government. Liberia, which continues to face severe civil unrest,
has received more than $90 million in economic assistance since
1962.

AID RECIPIENTS OPPOSE U.S. AT THE UNITED NATIONS

The administration continues to operate programs in nations
which routinely violate the rights of Americans overseas, which
have no respect for free enterprise or democracy, and which have
no qualms opposing the United States at the United Nations. The
following is a list of nations that routinely vote against the United
States in the United Nations, yet receive U.S. foreign aid. (Vote
percent is the frequency that each nation votes with the United
States.) Nations listed voted with the U.S. 25 percent of the time,
or less.

[FY 1996—Dollars in Thousands]

Nation V"tecé'n”t)per' IMET/EMF ESF DA Total
AIGEIIA ovvvvveerveessseseresssnesssessssssess s 231 $75 0 0 $75
Angola . 22.0 0 $10,000 0 $10,000
Bangladesh ... 25.0 258 0 $61,232 61,490
BIUNEI ..o 231 0 0 0 0
BUrUNdi ..o 233 125 0 4,813 4,938
Cape VErde ... 24.0 100 0 113 213
Chad ....ccccevvrne. 224 100 0 616 716
China .. 10.6 0 0 0 0
Colombia 25.0 900 0 2,808 3,708
Comoros 22.9 75 0 370 445
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[FY 1996—Dollars in Thousands]

Nation Vmeé'&f“‘ IMET/FMF ESF DA Total

Congo 238 165 0 1,089 1,254
Cuba . 6.3 0 0 0 0
DPR-Korea ......... 7.8 0 0 0 0
Egypt 229 1,300,000 815,000 0 2,116,000
Eritrea 10.0 250 0 9,624 9,874
Gabon 243 0 0 50 50
Ghana 20.5 250 0 45,294 45,544
Guinea-Bissau ... 220 100 0 5,450 5,550
Haiti 245 7,400 90,270 0 97,670
India . e ——————— 15.7 364 0 70,433 70,797
Indonesia 18.9 600 0 61,391 61,991
Iran . 18.9 0 0 0 0
Iraq . 12.2 0 0 0 0
Jordan 220 31,200 7,200 7,858 46,258
Laos .. 12.2 0 0 0 0
Lebanon 175 475 4,000 4,000 8,475
Lesotho 245 75 0 172 247
Libya 12.2 0 0 0 0
Madagascar 22.9 100 0 31,277 31,377
Malaysia ............ 208 600 0 0 600
Mali .. . . 21.3 150 0 35,790 35,940
Mauritania ....... . 18.4 0 0 956 956
Mozambique . 238 125 0 38,825 38,950
MYBNMAT oo 18.4 0 0 0 0
Namibia .. 231 250 0 9,935 10,185
Philippines .. 17.0 1,400 0 70,372 71,772
Senegal 234 600 0 29,103 29,703
Seychelles .......... 20.0 60 0 180 240
Sudan 20.0 0 0 0 0
Syria 137 0 0 0 0
Thailand 17.4 1,600 0 0 1,600
Togo .. 19.1 0 0 265 265
Tunisia 25.0 800 0 0 800
Uganda ............. 18.6 200 0 45,666 45,866
UR Tanzania ...... 18.4 175 0 42,632 42,807
Vietnam 6.5 0 0 0 0
Yemen 20.0 0 0 9,465 9,465
Zimbabwe .......... 184 250 0 23,388 23,638

TOMAL oo s 1,349,822 926,470 613,167 2,889,459

LEritrea voted only twice, both times against the United States.
Source: Voting Practices in the United Nations 1993, Submitted to Congress March 31, 1994.

SECURITY ASSISTANCE HAS BEEN CUT OVER THE YEARS

Supporters of increased foreign aid argue that aid has been cut
over the last decade at the expense of development and humani-
tarian assistance. The facts, however, do not support this claim.
The committee notes that during the past 10 years the pool of
money available for foreign aid remained relatively constant, while
the resources obligated for development aid increased significantly
at the expense of military aid to United States allies and security
partners. In 1984, the foreign aid budget allocated 43 percent to
military assistance; only one quarter of all foreign assistance now
goes to support the security needs of our allies. In that same pe-
riod, U.S. bilateral and multilateral development and economic saw
a 19 percent increase, resulting in a 1995 budget that devoted 47
percent to development assistance. Food aid, which is not included
in these figures, has remained stable throughout that period at
about 10 percent. The committee emphasizes that this bill fully
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funds the Administration’s request for humanitarian disaster as-
sistance. These diagrams show this shift in the focus of U.S. for-
eign aid.



Category
Military
Other

Food
Development
Multilateral
Economic

Chart 3

FISCAL YEAR 1984

§158.5 BALLION

1984

Percent
43
3
10
16
9
18

FISCAL YEAR 1995

$14.7 BILLION

Category
Military
Other

'Food
Development
Multilateral
Economic
NIS/Eur

1995

Percent
25
7
9
22
12
16
8
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SECTION-BY-SECTION ANALYSIS
Section 1. Short title
Section 2. Table of contents
Section 3. Congressional findings; statement of policy
Section 4. Definition

TITLE I—DEFENSE AND SECURITY ASSISTANCE

CHAPTER 1—MILITARY AND RELATED ASSISTANCE
SUBCHAPTER A—FOREIGN MILITARY FINANCING PROGRAM

Section 101.—Authorization of appropriations

Section 101 authorizes $3,185,000,000 for fiscal year 1996 and
$3,160,000,000 for fiscal year 1997 for Foreign Military Financing
(FMF) Program. The administration request for fiscal year 1996 for
FMF (grants and loans) is $3,331,910,000. The actual level of FMF
funding for fiscal year 1995 is $3,199,196,000.

Section 102.—Loans for Greece and Turkey

Section 102 authorizes for fiscal years 1996 and 1997 not more
than $26,620,000 for the subsidy cost for FMF loans to Greece and
$37,800,000 for Turkey. This authorization level would support
loan programs of $224 million for Greece and $320 million for Tur-
key. These levels maintain the traditional 7:10 ratio. The loan pro-
gram level of $320 million for Turkey funds the completion of the
Peace Onyx Il Program in fiscal year 1996.

Section 103.—Loans for European countries emerging from Com-
munist domination

Section 103 establishes a new program by authorizing not more
than $25,000,000 for the subsidy cost for FMF loans to the Czech
Republic, Hungary, Poland, Estonia, Latvia, Lithuania and Slove-
nia. Poland currently is not eligible for FMF loans, but authority
is provided in the event its economy improves and it meets admin-
istration-determined criteria. The other nations each would be eli-
gible for approximately a $100 million loan program at this level
of funding.

In order to receive assistance, the President must determine that
the recipient of military loans has met the criteria established in
the NATO Participation Act of 1994 (and any subsequent amend-
ments thereto). Under those criteria, the President would have to
determine that the country has made significant progress towards
establishing, for example, shared values and interests, democratic
governments, free market economies, civilian control of the mili-
tary, adherence to the rule of law.

The committee encourages the President to use this authority to
develop a credit program for military sales to those countries which
are likely to be future members of the North Atlantic Treaty Orga-
nization (NATO). Through a targeted use of resources to credit-
worthy recipients the United States can facilitate the military im-
provements necessary for Central European countries to qualify as
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members of NATO. The President should use the authority in this
section in coordination with funds authorized for the Warsaw Ini-
tiative and the Baltic Peacekeeping Battalion.

Section 104.—Terms of loans

Section 104 updates and codifies in the Arms Export Control Act
the FMF loan terms that have been carried annually in the Foreign
Operations Appropriation bill.

Section 105.—Nonrepayment of grant assistance

Section 105 codifies in the Arms Export Control Act a provision
carried in annual appropriations bills which states that the Presi-
dent shall not require repayment of grant assistance provided
under the Foreign Military Financing program under section 23 of
the Arms Export Control Act.

SUBCHAPTER B—OTHER ASSISTANCE

Section 111.—Defense drawdown special authorities

Section 111 increases the special drawdown authorities of de-
fense articles and services from defense stocks to assist foreign
countries from $75 million to $100 million (for unforeseen emer-
gencies) and from $75 million to $150 million (for national interests
relating to international narcotics, international disaster assist-
ance, and migration and refugee assistance).

Current law grants the President the authority to draw down
from existing stocks within the Department of Defense to assist in
emergencies or when he determines it is in the national interest.
This section would increase the special drawdown authorities of de-
fense articles and services from defense stocks to assist foreign
countries from $75,000,000 to $100,000,000 (for unforeseen emer-
gencies) and from $75,000,000 to $150,000,000 (for national inter-
ests relating to international narcotics, international disaster as-
sistance, and migration and refugee assistance). These increases
were requested by the administration as a part of its comprehen-
sive foreign assistance rewrite last year. These increases will allow
the President greater flexibility in responding to unforeseen emer-
gencies and foreign policy objectives relating to combatting inter-
national narcotics, international disaster assistance, and migration
and refugee assistance.

Section 112.—Stockpiles of defense articles

Section 112 authorizes $50 million for additions to stockpiles of
DOD articles in Korea ($40 million) and Thailand ($10 million) and
permit the President to establish additional stockpiles pursuant to
congressional notification procedures. Stockpiles allow the U.S.
military to pre-position the U.S. military equipment overseas in
case of emergency. This section also would provide Israel with a
permanent authorization for additions to DOD stockpiles in that
country—the same authority that is already in law for NATO mem-
ber states.

Under current law, War Reserve Stockpiles can only be utilized
by foreign countries with the authority of the United States. In all
cases, title to, and control of, these stockpiles remain with the U.S.
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Government. Stockpiles have been established in countries pursu-
ant to military criteria and needs. The additions to stockpiles come
from existing U.S. stocks and may only be used in emergencies.
Any transfers to the governments must be in accordance with the
provisions of the security assistance law prevailing at the time.

Section 113.—Transfer of excess defense articles

Section 113 reduces and streamlines the authorities of DOD to
transfer excess defense articles by authorizing the President to
transfer excess equipment or funds from the Department of De-
fense or Coast Guard to foreign nations, if: (1) articles are drawn
from existing DOD stock; (2) DOD procurement funds are not ex-
pended; (3) U.S. military readiness is not adversely impacted; (4)
the President determines that a grant is better than a sale; (5) the
President considers the effects of the transfer on national tech-
nology and the industrial base; and (6) the transfer is consistent
with the policy framework for the Eastern Mediterranean. Excess
articles may be transferred without cost to the recipient country.

No expenditures would be made for transportation, unless the
President determines: (1) it is in the national interest to do so; (2)
the recipient is a developing country receiving less than $10 million
in U.S. assistance; (3) the total weight of the transfer is less than
25,000 pounds; and (4) such transportation is on a space available
basis. These transfers are capped at $350 million annually, and for
any transfer of more than $7 million, appropriate congressional
committees must be notified. This section repeals section 31(d) of
the Arms Export Control Act and sections 517 through 519 of the
Foreign Assistance Act.

This rewrite of the EDA authority is supported by the adminis-
tration and reflects in large part their request in last year's com-
prehensive rewrite bill. It would rewrite current law with respect
to the provision of excess defense articles in order to consolidate
and revise existing authorities which are confusing and contradic-
tory.

This new consolidated authority requires a justification for any
recipient of EDA in the annual Congressional Presentation Docu-
ments submitted to Congress or separately during the fiscal year.
The new provision retains current limitations that: prohibit the ex-
penditure of DOD funds in connection with transfers; require arti-
cles be drawn from existing DOD stocks; require that the transfer
of such articles will not have an adverse impact on military readi-
ness of the United States; and require the priority of delivery of
EDA be given to NATO and major non-NATO States on the south-
ern and southeastern flank of NATO, as well as those countries eli-
gible under the NATO Participation Act of 1994.

The committee is aware that the State and Defense Departments
have in recent years used grant EDA transfers as a supplement to
the declining security assistance budget. For some countries, EDA
has represented a significant percentage of their overall security
assistance. The committee, therefore, expects the administration to
provide further detail in its annual presentation documents about
which countries it intends to provide EDA during the upcoming fis-
cal year. The committee expects these countries to include those
important to United States security interests such as the Phil-
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ippines. The committee does not accept the explanation from the
administration that it cannot provide Congress an illustrative list
of equipment which will become excess during a fiscal year.

CHAPTER 2—INTERNATIONAL MILITARY EDUCATION AND TRAINING

Section 121.—Authorization of appropriations

Section 121 authorizes $27,000,000 for International Military
Education and Training (“IMET") in fiscal years 1996 and 1997.
The committee recognizes that IMET is a high priority program for
the administration. However, the committee was forced to make
deep reductions in bilateral and multilateral assistance programs
and IMET could not be exempted from these cuts. The fiscal year
1995 level is $26.35 million. The fiscal year 1996 request is $39.781
million, a $13 million increase over fiscal year 1995 levels.

IMET is provided on a grant basis to students from allied and
friendly nations. Since 1950, IMET and its predecessor programs
have trained more than 550,000 foreign officers and enlisted per-
sonnel in areas ranging from professional military education to
basic technical skills. The purpose of the IMET program is to ex-
pose foreign students to the U.S. professional military establish-
ment and the American way of life, including the U.S. regard for
democratic values, respect for individual and human rights and be-
lief in the rule of law.

Section 122.—Additional requirements relating to international
military education and training

Section 122 amends section 541 of the Foreign Assistance Act of
1961 so that nongovernment organizations (NGOs) may be eligible
for the expanded IMET program. This change is consistent with
language which has been carried in the annual foreign operations
appropriations bill in recent years.

This section also provides a new authority allowing foreign mili-
tary and civilian defense personnel to attend U.S. test pilot flight
schools if such attendance is agreed to on a reciprocal basis with
a foreign country and is accomplished without charge to the IMET
program. This new authority will allow for the reciprocal training
of American, British and French test pilots. This provision was in-
cluded at the request of the administration.

CHAPTER 3—ANTITERRORISM ASSISTANCE

Section 131.—Authorization of Appropriations

Section 131 provides funding for Antiterrorism Assistance (ATA),
from $15,000,000 in fiscal year 1996 and $15,000,000 in fiscal year
1997. This programs provides training and equipment to foreign
governments which are committed to stopping international terror-
ism. A major focus of this program has been in Egypt, Turkey and
Greece—each of which is a strong ally of the United States and
which stands on the front lines against international terrorists.

The Committee believes that funding for antiterrorism programs
is one of the very few places in this bill which should not be subject
to spending cuts. These programs directly affect the safety and se-
curity of every American.
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Section 132.—Antiterrorism Training Assistance

Section 132 amends section 573 of the Foreign Assistance Act of
1961 which restricts Antiterrorism Assistance (ATA) by eliminating
general limitations that apply to other foreign assistance programs.
It would also remove restrictions on the kinds of training services
that may be conducted outside the United States and on the ability
of the United States to give advice outside the United States to
other eligible countries regarding antiterrorism matters. This sec-
tion prohibits the use of ATA funds for the procurement of weapons
and ammunition, except small arms and ammunition, listed under
categories | and Il of the United States Munitions List, if the Presi-
dent notifies Congress. This section also limits the value of all
equipment and commodities provided under this chapter to 25 per-
cent of funds made available in a fiscal year and repeals the re-
quirement for an annual report.

Section 132 allows assistance through the ATA program to be
provided outside the United States, mirroring other current law en-
forcement training authorities. This modification will make the
program more efficient as well as more cost effective. Section 132
also removes the specific list of material assistance that may be
provided in favor of a restriction on the provision of arms and am-
munition. Such arms and ammunition may only be provided if they
are directly and integrally related to training being provided and
if the Congress is notified 15 days in advance in accordance with
regular reprogramming procedures. This change also makes the
program consistent with other U.S.-supported law enforcement
training programs.

CHAPTER 4—NARcoTICS CONTROL ASSISTANCE

Section 141.—Authorization of Appropriations

Section 141 authorizes $105,000,000 in both fiscal year 1996 and
1997 to carry out chapter 8 of the Foreign Assistance Act, relating
to International Narcotics Control.

The Committee recognizes and acknowledges the importance of
the Andean nations and Mexico to United States international nar-
cotics control efforts. A continued program focus on cooperative ini-
tiatives with these nations is essential to implement successfully
the objectives of disrupting and, ultimately, eliminating the illegal
drug trade.

CARIBBEAN ANTINARCOTICS EFFORTS

The committee notes that continued counterdrug efforts are im-
portant in other parts of the Western Hemisphere, notably the Car-
ibbean, as the traffickers are pressured in areas where they con-
centrate their operations. The committee recognizes that until the
“source country” strategy shows significant results, many Carib-
bean nations will continue to be an important line of defense
against the cocaine cartels. The United States should continue to
signal Latin American drug traffickers that the United States is
not relaxing its attention on the Caribbean transhipment points.

Historically, the Eastern Caribbean has been a significant traf-
ficking route for marijuana and cocaine entering the United States.
Ten years ago, the primary entry point into the United States for
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illegal drugs was the Caribbean. Cooperative efforts with our Car-
ibbean neighbors has disrupted this flow. Yet the Eastern Carib-
bean remains a gateway to U.S. ports of entry in Puerto Rico and
the U.S. Virgin Islands, with more than a quarter of airborne co-
caine smuggling attempts into the United States in 1994 coming
via this route. The region is also a transit route to Western Europe.
Between South American and the United States a virtual unbroken
chain of inadequately patrolled waters provides opportunities for
traffickers and frustrates U.S. enforcement efforts on the high seas.

The committee notes that drug trafficking remains an important
issue for the United States in the Caribbean. There are reports of
increased cocaine and heroin trafficking and drug use in the East-
ern Caribbean. Trafficker activities constitute a threat to the re-
gion’s political stability, as traffickers make efforts to penetrate the
governments or political party systems on some of the islands. The
committee notes an increasing number of disturbing reports from
the region: In the first week of May 1995, the younger brother of
Prime Minister Bird of Antigua was arrested in connection with an
attempt to smuggle a multi-kilo load of cocaine; allegations have
been raised in St. Vincent about traffickers being protected by high
level officials; and a senior police official and the son of a deputy
prime minister were Killed in separate drug-related incidents in St.
Kitts. The same deputy prime minister had to resign after his
other sons were arrested on drug and weapons charges.

The committee recognizes that the U.S. Government has taken
steps to mobilize local governments against the drug threat
through the expansion of legal and law enforcement ties. But many
regional governments and political parties are vulnerable to corrup-
tion, especially trafficker influence. Many of these small island
states are ill equipped to face the enormous financial and organiza-
tional capacity of the drug cartels; and trafficker money can pro-
vide a high payoff in elections when only a few votes need be
swayed to gain influence over a country.

The committee is aware that a number of Caribbean govern-
ments have expressed growing concern about trafficking, cultiva-
tion, and drug use, and have expressed their determination to fight
the traffickers. All but St. Lucia have acceded to the 1988 U.N.
Convention on Narcotics. They welcome outside assistance, and
with few exceptions, cooperation with U.S. authorities and agencies
is excellent.

At a time of reduced budgets, the committee recognizes that
more has to be done with fewer resources. The committee notes
that in the case of the Caribbean a small amount of support can
achieve significant results, and that other sources of assistance
should be pursued in order to maximize U.S. support to these small
nations. The committee urges that any review of U.S. counterdrug
programs take into account that Caribbean nations have dem-
onstrated the political will and commitment to implement a
counterdrug strategy, and the impact that past budget cuts have
had on Caribbean programs over the past 3 years.

In contacts with the committee, both Caribbean and United
States officials of these Caribbean states have emphasized the im-
portance of law enforcement and judicial reform, as well as demand
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reduction. There has been general support for U.S. military
counterdrug activities in the region.

In the case of the Eastern Caribbean, programs to strengthen re-
gional counterdrug links and to encourage good governance
through institution building should be continued, as should en-
forcement programs that focus on basic police needs, strengthened
evidence collection and case preparation, and judicial programs to
improve court efficiency, raise conviction rates and promote tough
sentencing. The committee recognizes that U.S. funds are the prin-
cipal source of antinarcotics funds for these small police forces and
that the United States has helped improve local enforcement and
training levels.

The committee is aware that the greatest potential impact would
be from increased military assistance funds, with FMF funds hav-
ing been reduced at the same time as U.K. and Canadian funding.
The concern is that these reductions will lead to a drop in existing
enforcement capabilities. The committee encourages the adminis-
tration to explore, with the U.K. and Canada, the requirements to
maintain the islands’ Coast Guard capabilities, subject to the suc-
cessful completion of “ship rider” agreements (Maritime Law En-
forcement Agreements).

The committee recognizes that the Bahamas sits astride the
shortest route between Colombia and the United States (40 miles
at the nearest point) and that the Government of the Common-
wealth of the Bahamas (GCOB) cooperates fully with the United
States in counterdrug efforts. Nevertheless, due to the nation’s size
and limited financial resources, The Bahamas remains an ideal tar-
get for trafficker exploitation. Due to the short distance between
the United States and the Bahamas, and the extensive maritime
and air traffic between the countries, it is virtually impossible to
stop cocaine from entering the United States once it has arrived in
the Bahamas.

The committee encourages continued support for programs in
this Caribbean nation, including: reviewing the question of main-
taining the Narcotics Affairs Section office in Nassau or in imple-
menting some other mechanism to administer and coordinate U.S.
counterdrug programs with the Bahamas; support for the Baha-
mian judicial system, which has been plagued by inefficiency, but
where progress has been made in keeping traffickers in jail; sup-
port for Bahamian police, including training to meet the smuggling
threat and high tech equipment needed to fight sophisticated traf-
fickers; and, most significantly, continued support for Operation
Bahamas Turks and Caicos (OPBAT), which, in the committee’s
view, has been a successful operation to seize drugs moving
through the Bahamas and to arrest drug traffickers.

Jamaica is an important ally in United States efforts to fight il-
licit narcotics production and trafficking. Jamaica is a producer of
marijuana and a major transit country for cocaine. However, the
Committee recognizes that its government actively cooperates with
the United States, and commends the government for its recent en-
actment of an asset forfeiture law, and its continued cooperation in
extraditing drug traffickers and eradicating marijuana. The com-
mittee supports the United States objective to work with Jamaica
to improve its counterdrug laws and institutions. The Committee
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encourages continued support for judicial reform initiatives to
speed the prosecution of drug cases in Jamaican courts, programs
to provide a system to curb passport fraud and illegal entry into
the United States, demand reduction and eradication.

The Dominican Republic has expressed a commitment to fight
the illegal drug trade, but has limited resources to address the
drug problem. The committee commends the Government of the
Dominican Republic for signing, on March 24, a bilateral maritime
counterdrug agreement. The committee encourages the administra-
tion to continue working with the GODR to pursue avenues of sup-
port for maintaining that nation’s counterdrug capabilities, espe-
cially those vessels, aircraft, vehicles, and equipment necessary for
coastal patrol work. The committee also encourages the administra-
tion to give consideration to the GODR’s formal request for a de-
commissioned Coast Guard cutter.

Trinidad and Tobago has become increasingly important as a
drug transhipment point, and local drug gang activities have be-
come more disruptive to this nation. The committee commends
Trinidad and Tobago for ratifying the Vienna Convention, and for
its commitment to better cooperation between United States and
Trinidadian agencies. The committee encourages the administra-
tion to consider continuing programs to upgrade the nation’s ad-
ministration of justice, including initiatives to address problems in
both the court and prison systems; to assist the Trinidadians in de-
veloping a witness protection program for key witnesses in drug
cases; and to support the Organized Crime and Narcotics Unit,
Trinidad’s primary counterdrug force, which needs basic equip-
ment.

CHAPTER 5—PEACEKEEPING OPERATIONS

Section 151.—Peacekeeping operations

Section 151 authorizes $40,000,000 for fiscal year 1996 and
$35,000,000 for fiscal year 1997 to carry out chapter 6 of the For-
eign Assistance Act, relating to Peacekeeping Operations (PKO)
which are not mandated by the United Nations, are not funded by
United Nations assessments or which are carried out by other mul-
tilateral organizations. The administration had requested
$100,000,000 for fiscal year 1996.

The committee is concerned by the dramatic increase in adminis-
tration requests for this account. In fiscal year 1993, Congress pro-
vided $27,000,000 for voluntary PKO. Only 2 years later, Congress
approved $75,000,000 for this same account and the administration
has requested $100,000,000 next year. The committee also is con-
cerned that much of the money in this account was provided for op-
erations other than those justified to Congress at the beginning of
the fiscal year. The largest portion of this account went to fund the
Haiti operation, an operation which lacked bipartisan support in
Congress.

The committee notes that the United States has provided more
than any other nation for assessed United Nations peacekeeping
operations all over the world in the last few years. Yet, while the
United States is expected to pay a greater and greater amount for
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United Nations actions, the cost of these U.N. and other multilat-
eral voluntary peacekeeping operations continues to grow as well.
The U.S. share for U.N. assessed peacekeeping operations is as
follows: Fiscal year 1993—$460,315,000; fiscal year 1994—
$1,071,607,000; and fiscal year 1995—$1,205,304,000.

The committee authorized level for voluntary PKO will allow the
administration to meet its commitment to the important Multilat-
eral Force of Observers (MFO) in the Sinai as well as providing
funding for Sanctions Assistance Monitors (SAMSs) in the former
Yugoslavia.

CHAPTER 6—OTHER PROVISIONS

Section 161.—Standardization of congressional review procedures
for arms transfers

Section 161 eliminates anomalies in current law with respect to
congressional notifications procedures for arms transfers by stand-
ardizing those procedures for third country transfers, direct com-
mercial sales, government-to-government sales, commercial manu-
facturing agreements and government-to-government leases. This
section was included at the request of the administration.

This section provides that when dealing with NATO, Australia,
New Zealand and Japan, all congressional notification periods are
15 days, regardless of the type of transfer. For all other countries,
current law is retained, requiring a 30 day notification period.

The provision also requires the statutory period of time for enact-
ment of a joint resolution of disapproval of a transfer to parallel
the period of time stipulated for review of that transfer. In other
words, transfers that require 15 day notifications would have to be
acted upon by the Congress in that period of time and transfers
that require 30 day notification periods would have to be acted
upon by the Congress in that period of time.

This section also standardizes the requirement for all types of
sales for any Presidential waiver of congressional notification. The
standard is not changed; it is simply applied in all cases regardless
of the type of transfer.

Section 162.—Standardization of third country transfers of defense
articles

Section 162 standardizes the rules governing the retransfer of
certain U.S. origin military equipment for both direct commercial
sales and foreign military sales. This section was included at the
request of the administration.

It establishes an equivalent practice for government-to-govern-
ment Foreign Military Financing (FMS) sales. By standardizing the
rules governing third party transfers of FMS equipment with those
of commercial sales, the bill provides equitable treatment for equip-
ment previously bought through FMS or direct commercial sales.

While requests to approve retransfers of the type permitted
under this proposal are routinely granted under the current sys-
tem, the requirement to seek U.S. Government approval is admin-
istratively burdensome for both the foreign parties and the U.S.
Government. There is no basis for distinguishing in this area be-
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tween components transferred on an FMS basis and those trans-
ferred under direct commercial sales.

Section 163.—Increased standardization, rationalization, and inter-
operability of assistance and sales programs

Section 163 amends section 515(a) of the Foreign Assistance Act
of 1961. This section was included at the request of the administra-
tion. By eliminating the country-specific references in current law,
this section would authorize the President to permit members of
the Armed Forces assigned to foreign countries to promote rational-
ization, standardization, interoperability and other defense co-
operation measures with other nations as U.S. assistance and sales
programs are implemented.

The committee believes that in the post-cold-war environment, it
is becoming increasingly likely that American forces will fight
alongside allies other than those from NATO, Japan, Australia, or
New Zealand. However, under current law these are the only coun-
tries with which the United States may promote rationalization,
standardization, and interoperability. Especially in the Middle
East, this limitation is inconsistent with the U.S. strategic goal of
achieving greater interoperability with our allies in the region.

Section 164.—Repeal of price and availability reporting requirement
relating to proposed sale of defense articles and services

Section 164 repeals the requirement for a separate price and
availability report on the sales of defense articles and services.
Sales offers to foreign countries as well as actual sales are reported
in a much broader scope (above the $1 million threshold) on a
quarterly basis as required by section 36(a) of the Arms Export
Control Act. The costs of redundant reporting would be reduced to
permit better utilization of resources in order to meet other statu-
tory and congressionally mandated reporting requirements. This
section was included at the request of the administration.

Section 165.—Definition of significant military equipment

Section 165 defines significant military equipment for purposes
of the Arms Export Control Act. The definition is drawn from the
International Traffic in Arms Regulations (ITAR).

This amendment simply places in statute a definition of Signifi-
cant Military Equipment which is used throughout the Foreign As-
sistance Act and the Arms Export Control Act. The definition is
based on that in the International Traffic in Arms Regulations.

Section 166.—Designation of major non-NATO allies

Section 166 designates Australia, Egypt, Israel, Japan, Korea,
and New Zealand as major non-NATO allies for purposes under the
Foreign Assistance Act and Arms Export Control Act and requires
the President to notify the Congress 30 days before making addi-
tional designations or terminating designations under this author-
ity.
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Section 167.—Competitive pricing for sales of defense articles and
services

Section 167 ensures that government-to-government arms sales
made to countries utilizing grant FMF shall be priced on the same
costing basis as is applicable to procurement of like items pur-
chased by the Department of Defense. This section reduces prices
for grant aid recipients, therefore allowing them to purchase addi-
tional goods and services with existing resources. These savings
could be applied to the purchase of additional defense items in the
United States, thereby assisting U.S. defense industry and creating
American jobs.

Section 168.—Depleted uranium ammunition

Section 168 places within the Foreign Assistance Act of 1961 pro-
visions of past foreign operations appropriations bills that would
restrict the sale or transfer of depleted uranium shells to foreign
countries, except for NATO member states, major non-NATO states
and Taiwan. This section also contains a national security interest
waiver for the President.

Section 169.—Police training for certain foreign countries

Section 169(a) authorizes the President to provide training, ad-
vice, financial support, and equipment for police, prisons, or other
law enforcement of a foreign government, unless a government is
not democratically-elected, or the police or law enforcement forces
engage in a consistent pattern of gross human rights abuses or
those forces do not maintain an effective policy against the traffick-
ing or production of illegal drugs by police force personnel. Section
169(b) repeals section 660 of the Foreign Assistance Act of 1961.

The committee notes that the section 660 prohibition on police
training largely reflected congressional concerns about the human
rights record of a number of nations, especially those in Latin
America that have used police forces, often in the name of “fighting
communism”, as instruments of repression against legitimate oppo-
sition individuals or movements, as well as those who were allied
with the Soviet Union, People’s Republic of China, Castro’s Cuba,
or other so-called socialist states of Europe and actually advocated
the violent overthrow of existing state institutions as part of an
“international revolution”.

Since the enactment of section 660, and the end of the cold war,
there has been a dramatic drop in revolutionary guerrilla move-
ments and an increase in the number of governments which re-
spect human rights and the need to strengthen democratic civilian
institutions, and encouraging governments to respect human rights
and develop effective civilian institutions also have become a
central element of U.S. foreign policy. To this end, the United
States has implemented a number of programs to strengthen the
entire range of judicial and law enforcement activities, from the
initial investigatory work to the adjudication process. Significant
strides have been made by many nations in developing civilian law
enforcement forces.

In the case of the Western Hemisphere, the Committee views
section 169 as an important step for the United States to assist na-
tions in dealing with governance issues and provide support in im-
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plementing the Summit of the Americas “Plan of Action” provisions
regarding the promotion and protection of human rights.

The committee also notes that the executive branch favors revis-
ing the existing prohibitions on police training. In its “Peace, Pros-
perity, and Democracy Act of 1994”, the administration proposed
authorizing assistance for law enforcement similar to that con-
tained in section 172. Also, in testimony before Congress, executive
branch officials, including the Assistant Secretary of State for
Human Rights and Humanitarian Affairs, have urged Congress to
modify the manner in which assistance to law enforcement must be
approved, and in an answer to a February 14, 1995, “question for
the record”, the Secretary of State told the committee that “The
[State] Department continues to believe that it would be desirable
to modify section 660 of the Foreign Assistance Act to permit police
training and other law enforcement assistance when it is in the in-
terest of the United State to do so.”

Section 170.—Utilization of defense articles and services

Section 170 amends section 502 of the Foreign Assistance Act of
1961 to allow the President greater authority under which to sell
or furnish defense articles and defense services, including for law
enforcement purposes, to friendly foreign nations.

Section 502 of the Foreign Assistance Act of 1961 (FAA), as
amended, authorizes the provision of defense articles and defense
services to friendly countries on a grant basis. Currently, section
502 states, in part, that defense articles and defense services “shall
be furnished solely for internal security, for legitimate self-defense,
to permit the recipient country to participate in regional or collec-
tive arrangements or measures consistent with the Charter of the
United Nations, or otherwise to permit the recipient country to par-
ticipate in collective measures requested by the United Nations for
the purpose of maintaining or restoring international peace and se-
curity, or for the purpose of assisting foreign military forces in less
developed friendly countries * * * to construct public works and to
engage in other activities helpful to the economic and social devel-
opment of those less developed countries.”

The committee notes that the term “internal security” in section
502 has been interpreted by the executive branch to refer to
counter-insurgency, but not to law enforcement or police oper-
ations. At a time when U.S. policy strongly advocates and supports
the creation, development, and sustainment of law enforcement
forces that respond to democratically-elected civilian leadership,
the Committee believes that this narrow interpretation of “internal
security” in section 502 limits the United States ability to support
the civilian-led law enforcement of friendly nations.

With the global threats of international organized crime, terror-
ism, and drug trafficking, amongst others, being defined as areas
requiring a law enforcement response, the committee strongly sup-
ports the provision of those defense articles and services which
have a law enforcement function or role.

It is the committee’s view that in the post-cold war era the new
opportunities and priorities of U.S. foreign policy, including support
for expanded law enforcement in foreign nations, combined with
shrinking budgetary resources, make it imperative that U.S. mili-
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tary assistance policy on the utilization of U.S. defense articles and
services be amended to remove the cold war interpretations and
allow for greater flexibility in supporting legitimate law enforce-
ment operations in foreign nations.

Many defense articles and services provided under the Foreign
Assistance Act can serve law enforcement purposes, yet the inter-
pretation of section 502 denies these exact same defense articles
and services for law enforcement. This can result in duplication in
our foreign assistance programs that neither is an efficient use of
resources nor serves U.S. national interests.

Section 171.— Reports on arms sales

Section 171 amends section 36 of the Arms Export Control Act
(AECA) pertaining to information required in notifications to the
Congress on prospective international defense exports. It specifi-
cally mandates that congressional notifications on proposed defense
exports include additional information on: (1) the foreign availabil-
ity of major defense equipment, articles or services similar to those
included in the notification to Congress; and (2) the other coun-
tries, if any, to whom the United States has previously offered de-
fense equipment, articles and services comparable to that included
in the notification to the Congress. This new information would
supplement the information that is already required in all govern-
ment-to-government and commercial arms sales notifications to the
Congress. The committee believes this additional information will
be helpful to the Congress as it deliberates on accepting or dis-
approving proposed defense exports under section 36 of the AECA
notified to the Congress.

Section 172.—Elimination of the requirement for Recoupment of
nonrecurring cost charges

Section 172 amends section 21(e) of the Arms Export Control Act.
Section 172 eliminates the statutory requirement that a propor-
tional cost of the nonrecurring research and development (R&D) in-
vestment on major defense equipment be recovered on export sales.
U.S. defense manufacturers have downsized and merged in re-
sponse to declining U.S. defense procurement following the end of
the cold war. Remaining companies will not survive on the basis
of current and projected U.S. defense procurement levels: only 100
aircraft by DOD, for example, are authorized for procurement for
all of fiscal year 1995. Increasingly, preservation of the U.S. de-
fense industry will rely on our ability to export to friends and al-
lies.

The United State has long dominated the international defense
trade market. However, with national defense procurement budgets
in most arms-producing countries declining, more defense manufac-
turers are turning to exports to maintain production lines. U.S. de-
fense items once dominated the market because of their superior
quality and the important connection with the US. However, the
end of the cold war undercuts the value of an investment in an
American connection. At the same time, the end of the Soviet mili-
tary threat has weakened the need of many nations to have the
best equipment they can buy. A low threat from a weakened Rus-
sian army means that “good enough” rather than “the best” is ac-
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ceptable in arms purchasing countries which are also looking for
ways to cut defense spending.

The result is a far more competitive environment for U.S. de-
fense exports. While our manufacturers still offer the best product
available, they are expected to compete on an equal basis with oth-
ers who are offering inferior products but who, working hand in
hand with generous support or subsidies from their governments,
provide offsets, financing and/or lease arrangements.

Strengthening US arms manufacturers’ ability to compete does
not mean encouraging arms exports. Nothing in this bill changes
the existing requirements about whom the United State can or can-
not sell. It is not necessary to change U.S. policies used to deter-
mine whether a prospective arms sale should be licensed. But
where a sale to a friend or ally is desirable, there is much we could
do to improve prospects that the American bidder has a fair chance
to win the contract.

The committee has examined the system of recoupment of non-
recurring costs from government-to-government defense sales and
has determined that on balance it is more important to preserve
U.S. defense industry competitiveness abroad than to recover a por-
tion of weapons system development costs. In the current highly
price-sensitive international market, these non-recurring cost sur-
charges can make the difference between winning and losing a for-
eign contract. Over the long run, the United State stands to save
more from preserving a minimum number of currently active de-
fense production lines than it would from recovering a small por-
tion of development costs expended years ago.

Section 173.—Reduction in valuation of defense articles not in-
tended for replacement

Section 173 amends section 21(a) of the Arms Export Control
Act, relating to sales of defense articles from DOD stocks. The com-
mittee understands that frequently foreign buyers of military
equipment will purchase used items with a contract to upgrade.
These sales, like sales of new equipment, are in the U.S. national
interest. The committee, however, does not expect the Defense De-
partment to actively pursue sales under this section. Rather, the
committee believes this section 173 should only be used in those
rare instances in which a proposed sale would otherwise not be
made. Section 173(c) allows this section to be used only subject to
the availability of appropriations and, therefore, should not rep-
resent new direct spending.

Section 173 requires that three important criteria be met before
the President may consider reducing the price for the sale of a de-
fense article. First, the sale must facilitate the sale of a similar or
related defense article. Second, the sale must support the national
defense industrial base. Finally, the sale must serve the national
security interests of the United States.

In addition, the committee urges the administration to keep the
administrative fees it charges for government-to-government (FMS)
sales as low as possible in order to maximize the competitiveness
of U.S. defense products abroad. Maintenance of U.S. defense ex-
ports is a matter both of U.S. economic and national security inter-
est.
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Section 174.—Elimination of Special Defense Acquisition Fund An-
nual Report

Section 174 deals with issues related to the Special Defense Ac-
quisition Fund (SDAF). Section 174 repeals an annual reporting re-
quirement which is no longer needed or useful. Section 53(a) of the
Arms Export Control Act requires a report on specific SDAF issues
related to the SDAF fund for which monies are no longer being ap-
propriated. The report is therefore obsolete and this section elimi-
nates the report.

TITLE II—TRADE AND EXPORT DEVELOPMENT

Section 201.—Trade and Development Agency

Section 201 gives the Trade and Development Agency added
flexibility to carry out its projects by eliminating project dissemina-
tion requirements and transferring the responsibility of submitting
an annual report to the Director of the TDA rather than the Presi-
dent. It would authorize $67,000,000 in appropriations for fiscal
year 1996 and $75,000,000 for fiscal year 1997.

The Committee commends the Trade and Development Agency
(TDA) in its efforts to extend its cost-sharing efforts with the pri-
vate sector to implement a new “success fee” program. Under this
program, a company undertaking a feasibility study that antici-
pates a significant return on its investment must reimburse the
TDA for the cost of such feasibility study. The Committee supports
the efforts of TDA to reduce overhead operating costs and increase
the impact of the taxpayer dollars in promoting U.S. business
abroad.

Section 202.—Countries in Transition to a Free Market Economy

Many of the nations of Central and Eastern Europe have made
important, rapid progress in transition from centrally-planned
economies to free market economies. The key to this rapid integra-
tion has been their development of an effective trading relationship
with the European Union and the United States. To encourage the
rapid assimilation of nations such as Poland, Hungary, the Czech
Republic, Slovakia, Latvia, Lithuania, Estonia, Bulgaria and Roma-
nia the United States extended trade benefits under the general-
ized system of preferences (GSP) easing their transition into the
world’s highly competitive trading system.

Section 202 expresses the sense of the Congress that the United
States should continue to accord GSP treatment to all countries of
central and eastern Europe in transition to a free market economy,
provided that these countries are abiding by all applicable statu-
tory requirements. Such continued treatment will ensure the con-
solidation of a vibrant free market in what was only a few short
years ago a communist wasteland.
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TITLE HI—PRIVATE SECTOR, ECONOMIC, AND
DEVELOPMENT ASSISTANCE

CHAPTER 1—PRIVATE SECTOR ENTERPRISE FUNDS

Section 301.—Support for private sector enterprise funds

Section 301 authorizes $64,000,000 in fiscal year 1996, to remain
available until expended, for the President to create enterprise
funds for promoting private sector development in eligible coun-
tries. The President is authorized to designate a private, nonprofit
organization to receive funds for countries eligible for assistance
under part | of the Foreign Assistance Act. The authorities in this
section would not apply to enterprise funds already authorized for
the independent states of the former Soviet Union. This section
would also direct the President to create a Trans-Caucus Enter-
prise Fund and would authorize $12,000,000 to remain available
for such fund.

In 1989, as the collapse of communism engulfed Central and
Eastern Europe and the former Soviet Union, the United States
recognized that it had to quickly demonstrate to the people of these
countries the value of political and economic reform. Recognizing
that traditional AID programs were not well suited to address this
unprecedented challenge, the enterprise funds—government funded
and privately managed—were established.

Today, 5 years after their creation, the enterprise funds have
proven themselves to be highly effective vehicles of U.S. foreign as-
sistance. Their impact has been significant as exemplified by the
Polish Fund’s approval of more than $111 million in small loans to
more than 4,000 Polish entrepreneurs with a collection rate of 98
percent, the Hungarian Fund’s participation in the privatization of
the food processing, packaging, and printing, and food products in-
dustries, and the more than $100 million in private foreign capital
that the enterprise funds have attracted for investment. The enter-
prise funds’ unique characteristics of leveraging the best U.S. pri-
vate sector talent for foreign policy purposes and the potential for
the United States to receive back funds initially appropriated for
their creation underscores the usefulness of the Enterprise Funds.

Perhaps the best illustration of the high quality and potential of
the enterprise funds is the persons who serve on their Board of Di-
rectors on a pro bono publico basis. Among this group are the lead-
ing American men and women in banking, investment banking,
venture capital, and Fortune 500 corporations. These individuals
provide invaluable expertise and management oversight to ensure
that both the public policy and commercial purposes of the enter-
prise funds are accomplished in a way that maximizes the impact
of each Enterprise Fund. For all these reasons, the committee be-
lieves that the Congress should take strong and clear action to con-
tinue to support and expand the enterprise fund concept.

The committee expects AID to honor its funding commitments to
the existing enterprise funds at such funding levels as were origi-
nally announced by the administration, agreed to by the Congress
through the congressional notification process, and referenced in
grant agreements between AID and each of the Enterprise Funds.
To this end, the committee further directs that any reductions in
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AID funding for its “Eastern Europe and the Baltic States” and
“NIS” accounts neither be applied nor have any effect on AID’s
funding of the Enterprise funds.

The committee is pleased with the Hungarian-American Enter-
prise Fund's performance and finds that the Hungarian Fund con-
tinues to play an important role in the development of Hungary's
private sector. The committee also supports the Hungarian Funds’
efforts to raise private capital as a way to achieve ultimately self-
sustainability. The committee notes, however, that the Hungarian
Fund is in need of an additional $30 million of AID funding beyond
its original $70 million in order to continue its programs and to at-
tract private capital. Accordingly, the committee directs AID to pro-
vide the Hungarian Fund an additional $30 million in fiscal 1996,
of which $20 million is to be used for its core investment programs
and $10 million is to be used for its small year program.

Transcaucasus enterprise fund

Section 301 also establishes a Transcaucasus Enterprise Fund
and makes available to it $12 million in fiscal year 1996. The com-
mittee emphasizes the importance of establishing enterprise funds
to augment and solidify the private sector in the Transcaucasus re-
gion of Armenia, Georgia, and Azerbaijan. Development of the re-
gion’s infrastructure would benefit from this fund, including the
building of port, rail, and communications facilities. Given the bu-
reaucratic inertia that often hinders the establishment of such
funds, it makes sense for the Congress to grant the authority and
funding now for the creation of a Transcaucasus Enterprise Fund.

The Committee notes that enterprise funds already exist for
other countries of Eastern Europe and the former Soviet Union—
only the countries of the Transcaucasus region do not benefit from
such funds. The Russian Enterprise Fund was established with
planned funding of $340 million; a Central Asia Fund was set to
assist five Central Asian Republics with planned funding of $150
million; a Western NIS Fund was established with a planned fund-
ing of $150 million for Ukraine, Belarus, and Moldova. Further, en-
terprise funds exist for the Baltics, Bulgaria, Albania, Slovenia,
and the Czech and Slovak Republics. A similar enterprise fund in
the Transcaucasus would create real incentives for privatization
and would foster regional cooperation, vital to the future of the
Transcaucasus.

Section 302.—Micro- and small-enterprise development credit pro-
gram

Section 302 authorizes the President to increase the availability
of credit to micro- and small-enterprises lacking full access to cred-
it, including through: (1) loans and guarantees to credit institu-
tions, (2) training programs for lenders, and (3) training programs
for micro- and small-entrepreneurs.
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CHAPTER 2—DEVELOPMENT ASSISTANCE FUND AND OTHER
AUTHORITIES

Section 311.—Development assistance fund

Section 311 authorizes a single appropriation of $2,475,000,000
in fiscal year 1996 and $2,324,000,000 in fiscal year 1997 to fund:
(1) Section 104 of the Foreign Assistance Act, relating to population
and health; section 105 of the Foreign Assistance Act, relating to
education and resources development; section 106 of the Foreign
Assistance Act, relating to energy, private voluntary organizations,
and selected development activities; section 107 of the Foreign As-
sistance Act, relating to technology; and section 108 of the Foreign
Assistance Act, relating to private sector revolving funds; (2) Sec-
tion 497 of the Foreign Assistance Act, relating to the Development
Fund for Africa; (3) Chapter 11 of part | of the Foreign Assistance
Act, the FREEDOM Support Act; (4) The Support for Eastern Eu-
ropean Democracy or SEED; and (5) title 11l of chapter 2 of part
I of the Foreign Assistance Act, relating to housing and other guar-
antee programs. Funds in this section may also be used in support
of Inter-American Foundation, African Development Foundation,
American Schools and Hospitals Abroad and International Fund for
Ireland.

The Administration has repeatedly requested Congress to give it
flexibility to carry out its programs. Since the budget reductions se-
verely limit the amount of money that Congress will approve for
foreign aid, the Committee has decided to provide the Administra-
tion with as much flexibility as possible.

The committee recognizes that budget cuts prohibit funding all
accounts at current levels. The administration will have to choose
where it believes U.S. strategic interests lie; ranging from Eastern
Europe or Africa, population control and environment programs, or
private sector assistance for Russia. Requiring the administration
to make these choices in exchange for increased flexibility is rea-
sonable and fair. The committee expects the administration to pro-
vide funding at the proposed levels below.

[In thousands of dollars]

Fiscal year—

Account 1995 19961 Com- 19971 com-
estimate 1996 request mittee ap- mittee ap-
proved bill proved bill

Development Assistance .. ettt nann 1,319 1,300 840 826
Development FUN fOr AfFICA .........ovveverirreeriiereeeiseniis 802 802 619 582
SEED (Eastern EUrOPe) ........ccc.ovvvveene. 359 480 311 271
Freedom Support Act (NIS/RUSSIA) .....ocvereermeeererrneinne 719 788 673 619
Microenterprises-Housing Guarantees 20.8 28.7 32 26
African Development Foundation ........ 16.9 $17.4 0 0
Inter-American Development Foundatiol 30.9 317 0 0

Total e e —————————— 3,267 3,447 2,475 2,324

1 Committee approved bill.

Assistance for Africa

Section 311(b) requires that not less than 25 percent of this ac-
count be provided consistent to the terms of the Development Fund
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for Africa. This would allow $619,000,000 for Africa in fiscal year
1996 and $582,000,000 in fiscal year 1997.

Private and voluntary organizations

Section 311(c) directs the President to seek to ensure that at
least 32 percent of the funds for development programs, including
the Development Fund for Africa and international disaster assist-
ance, is channeled through private and voluntary organizations
and cooperatives. The purpose of this section is to prevent cuts in
development assistance from being taken disproportionately out of
the programs implemented by such organizations and cooperatives.
The Foreign Aid Reduction Act of 1995 cuts development assistance
19 percent below the fiscal year 1995 appropriated level. The com-
mittee recognizes that PVOs are a more efficient means of deliver-
ing assistance programs and that priority should be placed on sup-
porting the U.S. Government’s partnership with U.S. PVOs and
non-profit intermediary organizations and cooperatives, which have
proven themselves to be an efficient and cost-effective means of
promoting people-to-people assistance.

World ports

The committee believes that expanding American exports, creat-
ing new jobs, and expanding market opportunities in a global econ-
omy are vital to U.S. national interests. The U.S. Government
should encourage and support nonprofit organizations dedicated to
improve infrastructure of developing world ports (including tech-
nical assistance to facilitate new terminal landslide facilities,
dredging, improved roadway access to terminals, etc.) that facili-
tate efficiency in the movement of U.S. goods through seaports.
Congress notes that the enhancement of port operations, maritime
terminal development, cargo handling, harbor improvements, envi-
ronmental planning, and other port activities will increase bilateral
trade opportunities for the United States and increase domestic
jobs associated with exports.

Independent foundations

Section 311 leaves intact the structures of the Inter-American
Foundation and the African Development Foundation but does not
provide specific funding for either organization. The committee in-
tends that the administration have discretion to finance either or
both of these organizations, from funds made available in the De-
velopment Assistance Fund, at levels appropriate to their role in
advancing United States foreign policy objectives in Latin America
and Africa, but not to exceed the funding levels they received in fis-
cal year 1995. To the extent necessary, the committee intends to
allow the administration to use existing transfer authorities to pro-
vide funding for these organizations.

The committee is encouraged by the work of the Eurasia Founda-
tion and calls on the coordinator to ensure an allocation of up to
$19 million in funding for the foundation in fiscal year 1996. At the
same time, the committee expects the foundation to focus its small
grants on projects and efforts that most directly contribute to polit-
ical reform and market-based economic transformation. The foun-
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dation is also strongly encouraged to raise substantial financing for
its programs from the private sector as well.

Physicians for peace

The committee supports the work of Physicians for Peace, a non-
profit, humanitarian organization, which exemplifies the best in
American volunteerism. Through multinational and multi-discipli-
nary teams of volunteer physicians and other medical professionals,
Physicians for Peace develops partnerships with medical profes-
sionals in developing nations to provide medical education and free
medical service in those nations.

Assistance for education

The committee believes that efforts to educate the young people
of Central and Eastern Europe and the NIS in the skills and val-
ues of the market economy and democratic society are of particular
importance, both in assuring the future of economic and political
reform and in building the human infrastructure of these new de-
mocracies. Here, as in other ares of assistance to democratization
and market reform, U.S. private voluntary organizations provide
an effective, low-cost means of delivering expert assistance. The
committee believes that U.S. Government technical assistance ef-
forts should give priority to partnership with private entities when-
ever feasible, particularly those that emphasize local capacity-
building, education and grass roots political and economic reform.
Programs which mobilize U.S. professors as volunteers to assist
educational reform and which train the next generation in Central
and Eastern Europe and the NIS are particularly beneficial.

Educational and medical institutions overseas

The committee believes that institutions such as the Haddassah
Medical Organization in Israel, the Lebanese American University
and the American University in Beirut exemplify the possibilities
of U.S. assistance. With seed money provided over the years,
spurred on by more significant contributions from the private sec-
tor, these institutions promote U.S. policy and provide outreach
and assistance in lieu of U.S. personnel.

The committee further believes that within the fiscal constraints
of diminishing U.S. assistance programs, direct assistance provided
to such institutions, avoiding to the maximum extent possible the
involvement of foreign governments, consultants and other middle
men, will continue to benefit the United States and to leverage to
the maximum extent possible our foreign aid dollars.

Deficiencies in AID management of cash advances

The committee notes with concern a review by the AID Office of
the Inspector General (OIG) which found that deficiencies resulting
from unnecessary interest costs and unrealized interest income by
the AID Washington Office of Financial Management and five over-
seas missions cost the U.S. Treasury an estimated $4.5 million.
Specifically, OIG found that the six offices failed to limit the
amount of Treasury check advances to the immediate needs of re-
cipient organizations and did not adequately monitor recipients’ in-
terest earnings. Further, OIG found that the Office of Financial
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Management in Washington did not always limit letter-of-credit
cash advances to immediate needs or use letters of credit in lieu
of checks to fund recipients as prescribed by U.S. Treasury require-
ments.

Improving effectiveness in distribution of technical assistance
to the NIS

The committee finds that much of AID’s technical assistance ef-
fort in the New Independent States and Central and Eastern Eu-
rope has produced little positive result. Closed procurement prac-
tices and AID’s own lack of experience in the region has too often
led to the awarding of contracts to organizations who themselves
have little regional or area competence. In many instances, AID
has relied on its network of contractors which have experience in
the poorest developing nations. The result has often been wasteful
expenditures on contractor field office infrastructure, poor recruit-
ment of participants and expensive, and misdirected short-term
training in the United States which has often had negative impact
on NIS professionals participating in the program.

The committee recommends expanded funding for programs,
such as the Partnerships and Training Project, which bypasses
many of the weaknesses of traditional AID approaches to technical
assistance by enabling experienced organizations in the United
States to partner with regional counterparts to achieve needed
training of NIS professionals with a minimum of bureaucratic
intervention; conducting training activities on the ground in the re-
gion—a far more cost effective and far reaching approach than ex-
pensive short-term training in the United States; and promoting
mutual partnerships that enable American businessmen, university
personnel, and nonprofit trade and other organizations and their
counterparts in the region to demonstrate the benefits of technical
assistance.

Section 312.—Economic Support Fund

Section 312 authorizes the appropriation of $2,375,000,000 for
fiscal year 1996 and $2,375,000,000 for fiscal year 1997 for Eco-
nomic Support Funds (ESF). This is $105 million below the admin-
istration’s request of $2.49 billion.

Subsection (2) provides $15,000,000 only for Cyprus in fiscal
years 1996 and 1997. Subsection (3) provides $15,000,000 only for
the International Fund for Ireland in fiscal year 1996. Subsection
(4) provides $10,000,000 only for the development of an industrial
park in Gaza in fiscal year 1996.

Section 313.—Nonintervention concerning abortion

Section 313 prohibits the use of funds for any program, project
or activity which violates laws of a foreign country concerning the
circumstances under which abortion is permitted, regulated or pro-
hibited and for any program, project, or activity which seeks to
alter laws or policies in a foreign country regarding the cir-
cumstances under which abortion is permitted, regulated or prohib-
ited. The section explicitly states that this prohibition does not
apply to activities in opposition to coercive abortion or involuntary
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sterilization, inasmuch as coercive abortion and sterilization are
human rights violations.

The committee is deeply concerned about a number of statements
from numerous administration officials regarding its worldwide pol-
icy of promoting abortion-on-demand. The committee notes Sec-
retary of State Christopher's March 16, 1994 cable to all U.S. Em-
bassies which stated that “A comprehensive strategy begins with
the need to ensure universal access to family planning and related
reproductive health services, including access to safe abortion
* * * The United States believes that access to safe, legal and vol-
untary abortion is a fundamental right of all women * * * The
United States delegation [to the Cairo Conference] also will be
working for stronger language on the importance of access to abor-
tion services.” The committee also notes AID Administrator Brian
Atwood’s February 22, 1994 keynote address at a meeting of the
Office of Population Cooperating Agencies regarding abortion in de-
veloping countries in which he stated that “While obstacles cannot
be removed overnight, this administration will continue to stand
for the principle of reproductive choice, including access to safe,
voluntary abortion.” The committee further notes Under Secretary
of State Timothy Wirth’'s May 11, 1993, statement at the Second
Preparatory Committee for the U.N. International Conference on
Population and Development that “The U.S. Government believes
the Cairo Conference would be remiss if it did not develop rec-
ommendations and guidance with regard to abortion. Our position
is to support reproductive choice, including access to abortion.”

The committee believes that foreign aid should never be used as
a carrot or a stick by any administration, any multilateral bank,
or any other international organization to promote worldwide legal-
ization of abortion-on-demand. The committee further believes that
policies that promote “reproductive rights” or abortion-on-demand
in foreign countries are contrary to U.S. foreign policy interests as
many third world countries have laws protecting unborn children
and are understandably sensitive to attempts from foreign govern-
ments or international organizations to change laws or policies in
their countries regarding the circumstances under which abortion
is permitted, regulated or prohibited, and regard such policies as
intrusive cultural imperialism.

Section 314.—Host country cost-sharing

Section 314 raises the amount a host country must contribute to
development assistance projects from 25 to 30 percent. This section
maintains the waiver for the poorest of the poor nations required
by section 124 of the Foreign Assistance Act of 1961.

Current law requires that countries contribute 25 percent of the
cost of each U.S. development project so that they have a stake in
the outcome of the programs. Host countries, however, often do not
take development projects seriously. AID admits that its efforts to
account for host country contributions are sporadic at best. “In
kind” contributions are often made in ways which cannot be accu-
rately counted. The committee further believes that if American
taxpayers are asked to pay the lion’s share for an overseas project,
recipient nations can contribute at least 30 percent. AID missions
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and AlD/Washington must more accurately account for the country
contributions.

According to the AID Office of the Inspector General's (OIG)
Semiannual Report to Congress on March 31, 1995, AID missions
generally do not assign values or identify what types of “in-kind,”
or non-cash contributions host government agencies are expected to
contribute over the life of the project. The OIG found that without
clearly identifying contributions at project inception, verification
that such contributions have been made to satisfy project needs is
not possible. OIG further found that verification that host govern-
ments’ contributions meet the required 25 percent minimum of
total project costs was not possible. The committee notes with con-
cern the OIG finding that this failure to properly identify and as-
sign values resulted in some host countries contributing local cur-
rencies equivalent to much less than their share calculated in U.S.
dollars, while others contributed much more, depending upon rate
fluctuations.

Section 315.—Private funding of private and voluntary organiza-
tions

Section 315 adds a new section to section 129 of the Foreign As-
sistance Act of 1961. Section 315 prohibits funding to any private
and voluntary organization, except a cooperative development orga-
nization, which obtains less than 25 percent of its total annual
funding for international activities from non-U.S. Government
sources.

Subsection (b) of the new section 129 reinstates a waiver cur-
rently in law, which allows the President to make funding avail-
able on a case-by-case basis to private and voluntary organizations
and cooperatives which do not meet the privateness percentage re-
quirement, but which have otherwise proven themselves effective
and independent organizations.

Section 123(g) of the Foreign Assistance Act (FAA) and each for-
eign operations appropriations bill currently require Private and
Voluntary Organizations (PVOs) to receive at least 20 percent of
their funding from non-U.S. Government sources to make them eli-
gible to receive AID funds. Any organization receiving less than 20
percent from private sources is neither “private” nor “voluntary.”
Of the 417 Private and Voluntary Organizations registered in 1995
at AID, only eight groups would be prohibited from receiving AID
funds pursuant to this 25 percent requirement.

Section 316.—Documentation requested of private and voluntary or-
ganizations

Section 316 prohibits funds to any private voluntary organization
which fails to provide the agency primarily responsible for carrying
out development assistance with material required for audits or
fails to register with that agency. The committee believes that this
is a “good government” measure to ensure that U.S. foreign aid is
being spent as intended. Organizations seeking U.S. taxpayers’ dol-
lars that refuse to provide the documentation necessary for audits
should not receive U.S. foreign aid.
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Section 317.—Prohibition on use of foreign assistance by private
and voluntary organizations for office equipment in the United
States

Section 317 prohibits funds from Development Assistance, Devel-
opment Fund for Africa, FREEDOM Support Act, SEED, or Eco-
nomic Support Funds to be used to buy or lease office equipment
for use in the United States.

The committee notes that for years AID funds have paid for pri-
vate groups to buy computers, fax machines, and any number of
other kinds of office equipment for use solely in the United States.
The committee is concerned that such expenditures could facilitate
the success of certain PVOs to write improved project proposals so
that they can receive additional aid grants, but that no true devel-
opment goals are met. The committee believes that Americans do
not want their tax dollars being spent to furnish the Washington
offices of grant recipients.

Section 318.—Prohibition on circumvention of aid restrictions

Section 318 places a criminal penalty on officers and employees
of the United States who circumvent statutory prohibitions or re-
strictions regarding aid prohibitions imposed by Congress. This sec-
tion would not limit the President’s ability to express views, nor
would it limit any officer or employee of the United States from ex-
pressing the policies of the President or communicating the reasons
for the prohibitions or restrictions under this bill.

Section 319.—Foreign government parking fines

Section 319 directs that an amount equivalent to 110 percent of
unpaid parking fines owed to the District of Columbia, Virginia and
Maryland at the end of a fiscal year by the government of a foreign
country be withheld from the foreign assistance obligated to that
country under Part | of the Foreign Assistance Act in the next fis-
cal year. Virtually the same provision has been included in the fis-
cal years 1994 and 1995 Foreign Operations, Export Financing,
and Related Programs appropriations bills. As a result of the ap-
propriation provision, more than $250,000 in parking fines have
been paid to the District of Columbia government.

Section 320.—Limitation on waiver of sanctions against major drug
producing and drug-transit countries

Section 320 amends section 490 of the Foreign Assistance Act of
1961 by adding a paragraph prohibiting the President from grant-
ing a “vital national interests” waiver to any major drug-producing
or major drug-transit nation “in any year which immediately fol-
lows a period of two consecutive years” in which certifications have
been made with respect to a particular country. The two consecu-
tive year limitation begins with the certification due on March 1,
1996, meaning the limitation would affect the March 1, 1998 cer-
tification process.

It is the committee’s view that the interests of the United States
are best served if countries are duly noted and sanctioned for their
lack of cooperation. Otherwise, the United States sends the inap-
propriate signal to all drug-producing and -transit countries that
they can continue performing at an inadequate level of cooperation
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and still enjoy U.S. bilateral assistance and support in inter-
national financial institutions. The “vital national interests” waiver
allows the President not to invoke sanctions against a nation that
does not cooperate effectively with the United States in fighting
narcotics in spite of that country’s failure to meet the certification
requirements of section 490 of the Foreign Assistance Act of 1961,
as amended.

The committee believes that 2 years provide ample opportunity
for a country to meet the narcotics cooperation certification require-
ments and for a country to improve its performance in fighting ille-
gal drug production or trafficking.

Moreover, the committee is deeply committed to upholding the
overall integrity and credibility of the certification process. In that
regard, it is fair to raise concerns about a nation's commitment and
political will to combat the illegal narcotics trade when that nation
has received national interests waiver for two consecutive years. It
is appropriate for Congress to ask whether such a nation is per-
forming in accordance with the spirit of the process and of estab-
lished standards. Section 320 is intended to improve the adminis-
tration’s accountability with regard to the certification process.

The committee strongly supports assistance to those countries
that cooperate with the United States in combating drug traffick-
ing. Those countries that aggressively combat the cultivation, pro-
duction, and distribution of drugs should and will continue to re-
ceive U.S. assistance and cooperation.

Section 321.—Engaging the United States private sector in develop-
ment

Section 321 recommends that, of the funds made available under
section 311 of this bill, significant resources must be made avail-
able to engage the U.S. private sector in the development of recipi-
ent nations. Section 321(a)(3) requires that the ratio of private sec-
tor investment to U.S. government assistance be no less than 2.5
to 1. Section 321(b) requires the Secretary of State to report to
Congress annually detailing the Administration’s efforts to meet
the requirements of this section.

The committee recognizes that the United States’ most powerful
tool for economic development is the U.S. private sector—including
small, medium, and large businesses, farm groups, entrepreneurs,
and others. These groups should play a major cooperative role in
U.S. foreign assistance programs worldwide.

When U.S. private enterprises risk their own resources to estab-
lish profitable joint ventures in developing countries, there is finan-
cial incentive for projects to be successful and self-sustaining over
the long term. The U.S. development programs should build part-
nerships with these enterprises—thus leveraging the technology,
creativity, and financial resources of the U.S. private sector to help
achieve significant economic development and restructuring goals
in developing countries. Projects with private sector principles at
their core are self-sustaining and, therefore, will continue to con-
tribute to economic development in developing countries long after
U.S. funding is depleted.

The administration should expand, enhance, and improve pro-
grams that leverage private sector resources to establish self-sus-
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taining development projects. Such programs will use U.S. tech-
nology and know-how to foster development in agriculture, food
systems, transportation, communications, and other important eco-
nomic sectors that will be significant markets for U.S. exports in
developing countries in the future. As a result, U.S. national secu-
rity will benefit from increased growth and stability worldwide, and
the U.S. economy will benefit from increased export opportunities
in developing international markets.

The administration is allocated significant resources of economic
development funding for programs in which U.S. enterprises lever-
age their invested resources with foreign assistance funds. The
ratio of private sector to public sector investment in these pro-
grams is to be at least 2.5:1. Each participant in these projects, in-
cluding the indigenous business partner, must be a direct stake-
holder to ensure a relationship of mutual respect and mutual bene-
fit.

To implement economic development programs with private sec-
tor enterprises, the administration should work, to the extent pos-
sible, through experienced intermediary business-related develop-
ment organizations. These intermediary organizations will engage
those U.S. private enterprises that are willing to invest their own
private resources in projects with local partners in countries tar-
geted for U.S. economic development assistance. These
intermediary organizations are vital elements in creating coopera-
tive business relationships that can provide effective economic de-
velopment assistance.

Accountability will be the top priority for assistance projects in-
volving the private sector—as it should be with all U.S. foreign aid
programs. Therefore, the administration should perform independ-
ent evaluations of each project to ensure effectiveness and compli-
ance with cost-sharing requirements.

Kenan development partnership model

Expanding and opening new markets for U.S. business abroad
should be a central element of U.S. foreign policy. Aid is no excep-
tion. Assistance can be an effective way to promote overseas eco-
nomic development that serves U.S. interests. Using aid to bring
the resources, technologies, and know-how of America’s dynamic
private sector to bear on development problems, in certain in-
stances, can benefit both developing nations and the U.S. private
sector. Committee hearings on the issue showed clearly that cur-
rent aid programs limit their effectiveness by failing to involve
fully the U.S. business sector, and confirmed the value of a success-
ful new model to remedy this gap. For example, AID developed in
Thailand, in cooperation with the Kenan Institute of Private Enter-
prise, a highly cost-effective mechanism to leverage U.S. technology
and private sector expertise. It tackles urgent development prob-
lems in a way that greatly reduces costs, creates immediate trade
and employment gains for the U.S., and generates lasting mutual
benefits for both countries without continuing infusions of tax-
payers dollars. This win-win model deserves broad replication, par-
ticularly in countries where strong private sector growth has re-
duced the rationale for traditional aid.
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MBA Enterprise Corps

In countries where private enterprise growth still lags, particu-
larly in the former Communist bloc, business volunteer programs
offer high impact results and stimulate economic development. The
experience and capabilities of programs such as the International
Executive Service Corps, VOCA, the Citizens Democracy Corps,
and the MBA Enterprise Corps should be relied upon increasingly
for the implementation of U.S. enterprise development assistance.

Private sector development in Africa

As noted in the introduction to this report, most African coun-
tries have been receiving U.S. foreign assistance since before, or
immediately after, gaining independence from the colonial powers.
Economic independence, unfortunately, has not followed political
independence in many cases.

The Corporate Council on Africa and the U.S.-South Africa Busi-
ness Council are two relatively young organizations which are har-
nessing the power of private enterprise to promote economic devel-
opment and encourage rational economic policies in the countries
of Africa. Their efforts should be encouraged and duplicated.

CHAPTER 3—PEACE CORPS

Section 331.—Peace Corps

Section 331 authorizes the appropriation of the President’'s budg-
et request of $234,000,000 for fiscal year 1996 and $234,000,000 for
fiscal year 1997 for expenses necessary to carry out the provisions
of the Peace Corps Act.

Section 332.—Deadlines for evaluation of and report on health care
services provided to Peace Corps volunteers

The committee has included a provision to delay by 1 year an
outside evaluation of the Peace Corps’ health system. This evalua-
tion is the final of three evaluations required by P.L. 102-565. Its
purpose is to assess the adequacy of the Peace Corps’ health sys-
tem to provide for the needs of Peace Corps volunteers, to conduct
health examinations of applicants for enrollment as volunteers and
to provide immunization and other preparatory services to persons
who have accepted an invitation to begin training as a Peace Corps
volunteer. The outside evaluation is required to include rec-
ommendations regarding appropriate standards and procedures for
furnishing quality medical care to volunteers.

The committee recognizes that the original law provided for three
evaluations in very quick succession. As a result, it allowed for lit-
tle time to implement any recommendations before the next report
became due. By delaying the third report from fiscal year 1996 to
fiscal year 1997, the committee is allowing the Peace Corps an op-
portunity to put resources into the improvements recommended by
the previous evaluations which should enhance the value of the
third report to Congress and to the agency, itself.
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CHAPTER 4—INTERNATIONAL DISASTER ASSISTANCE PROGRAMS

Section 341.—International disaster assistance

Section 341 authorizes the appropriation of the President’'s budg-
et request of $200,000,000 for fiscal year 1996 and $200,000,000 for
fiscal year 1997 for international disaster relief and rehabilitation.

TITLE IV—PEACE AND SECURITY IN THE MIDDLE EAST

Section 401. Economic Support Fund assistance for Israel

Of the amount authorized to be appropriated for the Economic
Support Fund, section 401 makes available $1,200,000,000 in both
fiscal years 1996 and 1997 only for Israel. Section 401 makes avail-
able ESF for Israel as a cash transfer on a grant basis within 30
days after the beginning of the fiscal year or date of enactment of
the Act appropriating such funds. The section directs the President
to ensure that the level of cash transfer made does not cause an
adverse impact on the total level of nonmilitary exports from the
U.S. to Israel. This section is identical to current law.

Section 402.—Foreign military financing for Israel

Section 402 authorizes appropriations of Foreign Military Fi-
nancing (FMF) for fiscal years 1996 and 1997 of not less than
$1,800,000,000 only for Israel to be made available as a cash trans-
fer on a grant basis within 30 days after the beginning of the fiscal
year or date of enactment of the act appropriating such funds. The
section also sets a floor for funds available for procurement in Is-
rael of advanced defense articles and defense services, including re-
search and development. This section is identical to current law.

Section 403.—Economic Support Fund assistance for Egypt

Section 403 provides that of the amount made available by sec-
tion 302 of this bill in fiscal years 1996 and 1997 for Economic Sup-
port Funds (ESF), not less than $815,000,000 shall be made avail-
able only for Egypt in both fiscal years. This section is identical to
current law.

Section 404.—Foreign military financing for Egypt

Section 404 provides that of the amounts made available for For-
eign Military Financing (FMF) for fiscal year 1996 and fiscal year
1997, not less than $1,300,000,000 shall be available only for Egypt
in both fiscal years. This section is identical to current law.

Section 405.—Establishment of a free trade area for Taba, Elat, and
Agaba

Taba, Egypt and Agaba, Jordan border Elat, Israel. Both Jordan
and Egypt have entered into peace agreements with Israel, but to
achieve a lasting peace, the development of trading relationships
between the three parties is essential. The President’s recent deci-
sion to establish a free trade area centering on Elat and extending
to Taba and Agaba will provide an important beginning for re-
gional cooperation and the integration of regional commerce.

Section 405 expresses the sense of the Congress that the Presi-
dent should extend duty free treatment to products of Taba and
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Agaba if such extension would significantly benefit the develop-
ment of regional economic development, would include only goods
which experienced significant manufacturing change in Taba or
Agaba, and providing that effective procedures exist to ensure Taba
and Agaba are not merely used as transshipment points for goods
manufactured outside these two cities and all three countries are
developing laws and procedures to encourage the free flow of goods
and people between these cities.

Section 406.—Continuation of free trade treatment for Gaza and
Jericho

Section 406 expresses the sense of the Congress that the United
States should grant duty free access to the U.S. market for prod-
ucts of the West Bank and Gaza. In 1985, Congress approved a free
trade agreement with Israel, which at that time included the occu-
pied territories of the West Bank and Gaza. Now that Israel and
the Palestinian Authority have signed the Declaration of Prin-
ciples, goods manufactured in Gaza and Jericho are subjected to
less favorable treatment than those manufactured in Gaza and
Jericho before the signing.

Section 407.—Authorization for an industrial park on the border be-
tween the territories and Israel

Section 407 expresses the sense of Congress regarding the U.S.
appointment of a special coordinator to coordinate the development
of an industrial park in Gaza and recruit U.S. investors. Section
312 of the bill authorizes $10,000,000 in fiscal year 1996 for this
purpose.

The committee recognizes that extremists in Hamas and Islamic
Jihad reject the gains made since the signing of the Declaration of
Principles and are using terrorist tactics to force the closing of the
border between the territories and Israel. The result has been sky-
rocketing unemployment (more than 50 percent), increasing chaos
and a downward spiral of sinking hopes and deepening poverty.

This provision expresses the sense of the Congress that the Unit-
ed States should take prompt, visible action before the coming elec-
tions in Gaza and Jericho that promises hope and jobs to Palestin-
ians. In particular, the committee believes that the President
should designate a special coordinator from within the administra-
tion to coordinate the rapid development of an industrial park in
Gaza and to begin the recruitment of U.S. investors.

Middle East peace

The committee recognizes the national security implications to
the United States of peace in the Middle East. It is important for
the United States to promote economic stability and security in
those nations of the Middle East allied with the United States. The
United States must remain committed to Israel’s strategic edge.

The committee believes that in the end, it will be those nations’
own commitment to economic reform and democratization that will
ensure long-term stability and provide a bulwark against extre-
mism of all kinds. Insofar as economic support funds are leveraged
to modernize infrastructure, provide a basis for U.S. firms to enter
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the commercial markets in recipient countries such assistance can
benefit both the United States and the receiving country.

A case in point is the telecommunications sector. Foreign assist-
ance to Egypt has leveraged United States firms into a previously
closed market and has helped modernize Egypt's telecommuni-
cations network. Currently, plans exist to privatize Egypt's tele-
phone/telecommunications agency, with all future funding contin-
gent upon mutually agreed upon economic reforms.

Such success stories are few and far between. Far more familiar
is a lax attitude toward reform and chronic waste and inefficiency
in both the Egyptian economy per se and in U.S. projects in that
country. The committee believes that economic reform must be key
to the continued flow of assistance to Egypt and that failure to
make agreed upon economic reforms should result in a decrease in
assistance. Currently, Egypt’'s failure to implement reforms agreed
upon with the United States results only in a temporary halt in the
flow of cash transfer assistance, with an understanding that such
assistance will resume whether or not reforms are made. This pro-
vides few incentives to make the changes necessary to Egypt's long
term economic security.

Ultimately, declining funds for foreign assistance and increasing
demands on the U.S. Treasury will dictate a reduction in assist-
ance to even the most valuable allies of the United States in the
Middle East. The committee urges both Israel and Egypt to recog-
nize the potential impact of budget imperatives in the United
States, because failure to do so can only harm the ability of aid
beneficiaries to begin planning for a secure and stable future.

TITLE V—OTHER REGIONAL ISSUES

Section 501.—Lending to the independent states of the former Soviet
Union required to be secured by certain export earnings

Section 501 provides that either the President must certify that
NIS countries are adhering to debt repayment schedules of the
multilateral banks or the repayment of loans must be secured by
the royalties or revenues earned by such state from the export of
petroleum products, minerals or other commodities. If no certifi-
cation is made or repayment is not secured as required, this section
provides that no loan or credit may be extended by the United
States to the NIS under: (1) the Foreign Assistance Act; (2) the
Arms Export Control Act; (3) the Agricultural Trade Development
and Assistance Act; (4) Section 416(b) of the Agricultural Act; and
(5) the EX-IM Bank Act, and the United States shall vote against
the extension of any credit or the issuance of any guarantee at the
multilateral banks, including under the IMF's general arrange-
ments to borrow. This section also directs U.S. Executive Directors
at the multilateral banks to pursue a policy of securing collateral
for such loans at the banks.

The committee notes that since the fall of Soviet communism
$2,454,000,000 in United States bilateral loans have been extended
to the states of the former Soviet Union and multilateral financial
institutions have committed $11,400,000,000 to those countries.
The committee also notes that loans to the former U.S.S.R. have
been repeatedly rescheduled, perhaps never to be repaid, and some
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Russian loans from the United States have received a 1-year defer-
ral.

The committee notes that nations of the former Soviet Union
have an abundance of natural resources. Countries that make up
the former Soviet Union have 49 billion barrels of proven crude oil
reserves compared to only 23 billion barrels of proven crude oil re-
serves in the United States. They rank No. 1 in the world in prov-
en natural gas reserves with 1.6 quadrillion cubic feet, compared
to only 163 trillion cubic feet of proven natural gas reserves in the
United States. Mineral reserves in these nations are equally im-
pressive.

Section 502.—Restrictions on assistance for Nicaragua

Section 502 conditions development assistance and economic sup-
port funds to the Government of Nicaragua upon a determination
and certification by the Secretary of State, in consultation with the
Secretary of Defense and the Director of Central Intelligence, that
Nicaragua: (1) has completed a full investigation of the May 1993
Santa Rosa arms cache explosion in Managua which exposed the
existence of a terrorist and kidnapping ring operating out of Nica-
ragua; (2) has made substantial progress in resolving American
claims to confiscated properties; (3) has removed from the military
and security forces all individuals implicated in the assassinations
of Jean Paul Genie, Arges Sequeira, and Enrique BermUdez, and
initiated judicial proceedings against those so accused; and is mak-
ing significant and tangible progress in (1) prosecuting those identi-
fied by the Secretary of State or the Attorney General as being part
of a terrorist or kidnapping ring, (2) implementing the rec-
ommendations of the Tripartite Commission, including suspending
from the military and security forces those individuals named by
the commission as having committed human rights violations, (3)
implementing changes resulting in civilian control over the mili-
tary, security forces, and police, and (4) making effective reforms
in the judicial system. Section 502(d) allows the President to pro-
vide assistance to Nicaragua for several purposes.

The certification made pursuant to this section shall include a
detailed accounting of all evidence in support of the above deter-
minations. For fiscal years 1996 and 1997, this section denies the
President the waiver authority in section 527(g) of the Foreign Re-
lations Authorization Act for fiscal years 1994 and 1995 (Pub. L.
103-236) regarding the resolution of expropriated property claims.

The committee has long had concerns about the situation in
Nicaragua, including continued human rights violations, the ab-
sence of effective law and order which results in impunity for the
military and security forces, and the lack of significant progress re-
solving American property claims in Nicaragua. The committee
notes that despite repeated promises of reform and some $1.3 bil-
lion in United States aid, Nicaragua still has significant areas
where progress needs to be achieved. It is the committee’'s view
that progress in the areas noted above is indispensable for the cre-
ation of a strong and stable democratic system in Nicaragua.

The committee remains concerned that there has yet to be a full
investigation of the May 23, 1993 Santa Rosa arms cache, which
contained surface-to-air missiles, AK—47's, rocket-propelled gre-
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nades, C—4 plastic explosives, and other weapons used in terrorist
actions. The committee finds disturbing that before the weapons’
origin could be traced, serial numbers were removed from 16 sur-
face-to-air missiles. In the committee’s view this raises serious
questions about possible involvement and/or complicity by either
former or current Nicaraguan officials in the arms cache. The com-
mittee is not aware that any former or current officials implicated
in the terrorist and kidnapping rings uncovered at Santa Rosa
have been investigated.

The committee also notes that little, if anything, seems to have
been done by the Nicaraguan Government to investigate the rela-
tionship between Nicaraguans and the February 1993 World Trade
Center bombing. When asked in May 1995 about such an investiga-
tion, President Chamorro stated, “Those are old things. That hap-
pened in New York. They have the CIA and all the things they
have in the United States. Let them investigate * * *” (La Prensa,
May 17, 1995).

Since the Santa Rosa explosion, several dozen arms caches be-
longing to the Sandinistas, Salvadoran guerrilla factions, or the
Spanish Basque terrorist group, ETA, have been uncovered in
Nicaragua. The committee notes that the Nicaraguan Government
has assured the international community that the plethora of
weapons caches was a remnant of Sandinista rule. However, arms
smuggling from Nicaragua, and by Nicaraguans, continues. The
committee is aware of two recent cases: On March 8, 1995, four
Nicaraguans crossed into Honduras and were captured with a siz-
able arms cache; and in April 1995, an arms shipment from Nica-
ragua was seized in Colombia.

The resolution of property American property claims remains an
area of strong committee interest and concern. Resolution of all
outstanding property claims, not just the high profile cases, should
be a priority for the Nicaraguan Government, in the committee’s
view. There remain 1,172 unresolved confiscated property cases
representing 474 United States citizens; and the Nicaraguan Gov-
ernment or its officials still occupy 14 properties belonging to
Americans. It is the committee’'s view that the resolution of all
claims of 84 American citizens is primarily due to U.S. pressure
and the work of two U.S. embassy officials in Managua who deal
with property cases. The committee notes that since November 8,
1994, the Nicaraguan Government has resolved as many property
cases as were resolved in the previous 4 years. This raises the
question of whether the problem is one of political will.

The committee continues to note that several prominent Sandi-
nistas, including some who are still in official positions, occupy
homes owned by American citizens. The list includes Col. Lenin
Cerna, former Inspector General of the Armed Forces who was re-
cently made Advisor to the Joint Chiefs of Staff; Lt. Col. Julio
Aviles Castillo, Military Chief of Region 1V; Commander Marcelino
Guido, Director of the Prison System; and former Foreign Minister
Miguel D’Escoto.

Human rights also remains a committee concern: Not a single
person has been prosecuted and incarcerated for the murders of
more than 350 former members of the Nicaraguan Resistance. Ac-
cording to the OAS and the two independent Nicaraguan human
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rights organizations, the majority of these demobilized former
Contras have been assassinated by members of the Sandinista Pop-
ular Army [EPS], national police, or security forces. The Tripartite
Commission has repeatedly recommended prosecution of officers
and soldiers implicated in human rights violations, but these rec-
ommendations have largely been ignored by the Nicaraguan Gov-
ernment. The committee is aware that some members of the police
force have been reassigned, but sanctions against members of the
military are lacking.

The committee continues to express its outrage at the October
1990 assassination of 16-year-old Jean Paul Genie, in which Gen.
Humberto Ortega is implicated in having knowledge of the crime
and in protecting the alleged killers, who were Ortega’s bodyguards
at the time of the killing. This case has been languishing in the
Nicaraguan Supreme Court for a year. Also, the process has been
slowed by the stalemate over constitutional reform, under which
several new justices have been appointed, leading the executive
branch not to recognize the current Supreme Court.

The committee is encouraged that the Inter-American Human
Rights Court [IACHR] accepted the Genie case. However, it notes
that since Nicaragua did not accept the IACHR'’s jurisdiction until
after the Genie murder, the court will only rule on the alleged
cover-up of the case by senior Nicaraguan military officials.

Before the court accepted the Genie case, the Government of
Nicaragua presented an objection to the admissibility of the case in
the IACHR on the grounds that all domestic judicial remedies had
not been exhausted. The IACHR has decided to rule on the admis-
sibility of the case (i.e., whether all internal judicial remedies have
to be exhausted) simultaneously with the ruling on the question of
the denial of justice to the Genie family. The committee is informed
that the IACHR has delayed further review of the case until No-
vember 1995 because one of the five judges has been taken ill.
(Five judges are required for a quorum in any IACHR case.)

In 1994, Nicaragua received international good will for accepting
jurisdiction of the IACHR. However, since that time, the Govern-
ment of Nicaragua has argued that the court does not have juris-
diction to hear the case. The committee is concerned that the pos-
ture of the Nicaraguan before the court is inconsistent with Presi-
dent Chamorro’s public commitment to allow the IACHR to rule on
the denial of justice in the Genie case. The committee strongly sup-
ports a swift and just resolution of this case and anticipates that
the case will be judged on its merits, not political expediency.

The question of impunity also arises in the killings of Enrique
Bermuldez, the former military of the Nicaraguan Resistance, and
Arges Sequeira, a prominent property rights activist. Since the
February 1991 assassination of Bermldez, no one has been impli-
cated in the crime. After 4 years, even Nicaraguan officials admit
that this case has not progressed. In the case of the November
1993 murder of Arges Sequeira, the three assassins are former
members of the Nicaraguan military and security services who
have never been arrested. Though the Nicaraguan Government
claims that their whereabouts are unknown, journalists have been
able to find and talk with them. For example, in February 1994,
a Le Monde reporter interviewed one of those implicated in the
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murder; during this interview, the alleged killer of Sequeira admit-
ted that he traveled freely around the country.

The committee has expressed its view on military reform and
finds Gen. Humberto Ortega’s departure a welcome action and long
overdue. However, the current officer corps was shaped for 16
years under Humberto Ortega’s tutelage and guidance, and the
high command structure of the army remains virtually unchanged.
The committee continues to question whether there is any civilian
control over the military.

Impunity for members of the military continues to be a commit-
tee concern. Examples of impunity include the refusal to prosecute
those named by the Tripartite Commission, as well as those re-
sponsible for the murder of Jean Paul Genie. A recent example of
military impunity is the lack of effective civilian judicial review of
officers involved in the January 1995 Kkillings at La Marafosa,
where members of the army tortured and killed 11 young men after
they surrendered their weapons. (According to information avail-
able to the committee, the young men had reached an agreement
with the army to demobilize and disarm in exchange for promises
of land and assurances regarding their personal safety.) The army
members also killed an old man and a teacher, both civilians. Phys-
ical evidence and witness interviews conducted by independent
human rights organizations and OAS personnel indicate that the
victims were unarmed. The committee has also been made aware
of allegations that members of the army and police have concealed
evidence and obstructed inquiries. The committee has been in-
formed that those implicated in the La Marafosa killings have
been cleared, by a military tribunal, of all charges.

Concrete reforms in the Nicaraguan judicial system have also
been slow. In 1994, the National Assembly drafted and overwhelm-
ingly ratified over 60 reforms to the 1987 Constitution adopted dur-
ing Sandinista rule. The Assembly referred the reforms to the
president, as required under the 1987 Constitution; however, the
executive branch has refused to recognize the reforms as having
legal effect. This has resulted in a stalemate and a confrontation
between two branches of the Nicaraguan Government. The commit-
tee notes that a number of the reforms reflect changes advocated
by the Nicaraguan President during the 1990 election. The commit-
tee further encourages a resolution of this stalemate in a manner
that promotes the consolidation of democratic institutions and free-
dom for the Nicaraguan people.

Section 503.—Restrictions on Assistance to North Korea and the Ko-
rean Peninsula Energy Development Organization

Section 503 adds a new section 620J to the Foreign Assistance
Act of 1961 placing certain restrictions on assistance to the North
Korea. It reiterates that the provision of assistance to North Korea
shall be made in accordance with all the requirements, limitations
and procedures otherwise applicable to the provision of assistance
to North Korea (i.e., Communist country prohibition, country sup-
porting international acts of terrorism, etc.).

Subsection (b) of the new 620J requires that when the President
notifies Congress that aid is to be provided to North Korea, a re-
port must accompany the notification regarding the exact dollar
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amounts pledged to the Korean Peninsula Energy Development Or-
ganization [KEDO] by participating countries, the dollar amount
actually transferred to KEDO by these countries and the extent to
which North Korea has complied with all aspects of the agreed
framework, including, but not limited to, the delivery and use of
heavy fuel oil and progress on North-South dialog.

The new subsection (c) ensures that any United States funds ob-
ligated to KEDO for use in the provision of assistance to North
Korea shall be obligated under the same terms and conditions for
the provision of United States assistance to North Korea. The com-
mittee envisions this to apply to the payments for the purchase and
delivery of heavy fuel oil, in particular. If the President wishes to
provide assistance in the form of heavy fuel oil to the North Kore-
ans, currently applicable United States laws shall be adhered to in
the process and the committee expects Presidential waivers to be
issued, when necessary.

Section 504.—Future of the United States military presence in Pan-
ama

Section 504 expresses the sense of the Congress that it is in the
interests of both Panama and the United States to maintain a
United States military presence in Panama beyond December 31,
1999 as the best means of ensuring that the United States will be
able to act appropriately to ensure that the Panama Canal remains
open, neutral, secure, and accessible, consistent with the Panama
Canal treaties, the Treaty Concerning the Permanent Neutrality
and Operation of the Panama Canal, and the resolutions of ratifica-
tion. The President is encouraged to begin negotiations with the
Government of Panama for a base rights agreement that will allow
the continued presence of United States military personnel and to
consult with Congress throughout any such negotiations.

The committee notes that the “Exchange of Instruments of the
Ratification of the Panama Canal Treaties”, a protocol in “The
Treaty Concerning the Permanent Neutrality and the Operation of
the Panama Canal”, makes it clear that nothing in the treaties pre-
cludes Panama and the United States from reaching agreement re-
garding the stationing of United States military forces or the main-
tenance of defense sites in Panama after December 1999.

The committee recognizes Latin America’'s importance to the
United States, the close relationship that exists between Panama
and the United States, and the United States need for a continued
strategic military capability in the region. In the committee’s view,
the maintenance of United States military forces in Panama pro-
vides the United States with the best option and capability for pro-
tecting the Canal and broader United States interests in the re-
gion.

The section’s intent is to encourage the President to pursue a
base rights agreement similar to those we have with a number of
other countries. Given that public opinion polls in Panama consist-
ently show that over 70 percent of the Panamanians themselves
want the United States military to maintain some presence in Pan-
ama, the committee notes that this is an appropriate time to nego-
tiate a base rights agreement.
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Section 505.—Eligibility of Panama under the Arms Export Control
Act

Section 505 makes Panama eligible to purchase defense articles
and services under the Arms Export Control Act.

Section 506.—Certification requirements for Colombia with respect
to illegal drug production and drug trafficking activity for fis-
cal years 1996 and 1997

Section 506 amends section 490A of the Foreign Assistance Act
of 1961 by adding two subsections: a new subsection 490A(h) re-
garding special determination and certification procedures for Co-
lombia for fiscal years 1996 and 1997, in lieu of the procedures cur-
rently in section 490A; and a new subsection 490A(i) outlining
sanctions, in addition to those in existing law, that the President
may implement for a major illicit drug-producing or -transit coun-
try that is not certified as cooperating pursuant to section 490A.

For fiscal year 1996, in order for Colombia to continue receiving
United States assistance and support in the multilateral develop-
ment banks, the President must certify, by March 1, 1996, that:

(A) the Government of Colombia has made substantial
progress in the following matters specifically committed to
by the President of Colombia: (i) Investigating contribu-
tions by drug traffickers to political parties in Colombia.
(i) Providing funding for a sustainable alternative devel-
opment program to encourage Colombian farmers to grow
legal crops. (iii) Utilizing law enforcement resources to in-
vestigate, capture, convict, and imprison major drug lords
and their accomplices. (iv) Implementing and funding a
plan to improve the administration of justice. (v) Acting to
confiscate profits resulting from drug trafficking. (vi) En-
acting legislation to implement the United Nations Con-
vention Against lllicit Traffic in Narcotic Drugs. (vii) Dis-
mantling the infrastructure used for processing illegal
drugs, interdicting the chemicals used for such processing,
and seizing assets used to transport illegal drugs. (viii) In-
vesting in technology to improve surveillance systems. (ix)
Tightening law enforcement capabilities and commencing
construction of a Coast Guard installation on San Andrés
Island, to effectively monitor air and ship traffic that de-
parts from the island. (x) Improving the aircraft detection
and interception systems of Colombia. (xi) Encouraging the
adoption of an Inter-American convention to ban the estab-
lishment of financial safe havens in the Western Hemi-
sphere.

(B) That the Government of Colombia has accomplished
the following matters specifically committed to by the
President of Colombia: (i) Investigating contributions by
drug traffickers to political parties and prosecuting those
responsible. (ii) Providing funding for a sustainable alter-
native development programs. (iii) Utilizing law enforce-
ment resources to investigate, capture, convict, and im-
prison drug lords and their accomplices. (iv) Implementing
and funding fully a proposed plan to improve the adminis-
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tration of justice. (v) Acting to confiscate profits from drug-
related activities. (vi) Enforcing a statute prohibiting
money laundering. (vii) Implementing reforms to make
drug traffickers’ sentences commensurate with their
crimes and to eliminate loopholes in the plea bargaining
system. (viii) Deploying a unit to investigate and bring to
prosecution those engaged in corruption. (ix) Dismantling
the infrastructure used for processing illegal drugs, inter-
dicting precursor chemicals, and seizing assets used to
transport illegal drugs. (x) Investing in technology to im-
prove surveillance of airports, waterways, and seaports in
Colombia. (xi) Improving and utilizing aircraft detection
and interception systems. (xii) Encouraging the adoption of
an Inter-American convention to ban the establishment of
financial safe havens in the Western Hemisphere.

(B) That Colombia has accomplished the following mat-
ters specifically committed to by the President of Colom-
bia: (i) The enactment of legislation to implement the Unit-
ed Nations Convention Against Illicit Traffic in Narcotic
Drugs. (ii) The destruction of all illicit crops, estimated at
70,000 hectares. (iii) The construction of a Coast Guard in-
stallation on San Andrés Island.

The section further provides that, for either fiscal year 1996 or
fiscal year 1997, assistance and support in multilateral develop-
ment banks may continue to be provided if the President deter-
mines and certifies that it is in the vital national interests of the
United States to do so. The Secretary of State shall submit to the
appropriate congressional committees a report by September 1, on
the progress and accomplishments made by Colombia in the mat-
ters set forth above.

The amendment also adds a new subsection regarding additional
sanctions that may be imposed by the President for countries fail-
ing to be certified under Section 490A, including: a suspension of
all bilateral assistance; the suspension of Export-lmport Bank fi-
nancing; the suspension of funds to license the commercial export
of items on the United States Munitions List under section 38 of
the Arms Export Control Act; the suspension of funds for military
activities in Colombia or that benefit Colombia, including joint mili-
tary activities; taking reasonable steps to ensure that public offi-
cials and their associates implicated in drug-related corruption are
denied entry into the United States, consistent with the provisions
of the Immigration and Nationality Act, until the completion of an
investigation that is satisfactory to the Secretary of State and the
Attorney General of the United States; if applicable, withdrawing
the designation of a country as a beneficiary under the Andean
Trade Preferences Act, pursuant to the procedures set forth in that
act; terminating the designation of a country as a beneficiary devel-
oping country under the Trade Act of 1974, pursuant to the proce-
dures set forth in that act; and if applicable, denying a country par-
ticipation in the discussion or implementation of a free trade agree-
ment involving Western Hemisphere countries. Sanctions are im-
posed seven calendar days after the President transmits to the ap-
propriate congressional committees a notice setting forth the sanc-
tions to be imposed, and they terminate 15 calendar days after the
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President transmits such a notice to the appropriate congressional
committees.

This section expresses the sense of the Congress that the United
States should not extend tariff or quota treatment equivalent to
that accorded to members of the North American Free Trade
Agreement, or extend participation in the North American Free
Trade Agreement, to any major drug-producing country or major
drug-transit country not certified as cooperating with the United
States under section 490A.

The Committee notes that cocaine remains the primary drug
threat to the United States, and that Colombia is both the “cor-
porate headquarters” for the international cocaine cartels and a
primary heroin producer in the Western hemisphere. At least 80
percent of the cocaine entering the United States is produced by
Colombian drug cartels. The committee acknowledges that Colom-
bia's place in United States international drug control efforts is
critical, and that that nation’s counterdrug performance is of stra-
tegic importance to stopping the flow of illegal narcotics into the
United States.

The committee recognizes that there are courageous Colombians
who risk their lives every day to fight the drug traffickers. Over
the past ten years, the people of Colombia have paid a high price
in fighting the illegal drug trade, including the deaths of four Pres-
idential candidates, 23 magistrates, 63 journalists, and over 3,000
policemen.

The committee recognizes that despite its losses, including the
recent Killing of four policemen involved in aerial eradication, the
commitment of the Colombian National Police continues, as is evi-
denced by their efforts during the first 5 months of 1995, including
the destruction of over 8,000 hectares of coca and poppy plants, the
seizure of substantial quantities of precursor chemicals used in the
production of illegal drugs, and, in the committee’s view most sig-
nificantly, the June 9 arrest of Cali drug leader Gilberto Rodriguez
Orejuela.

The committee also acknowledges the aggressive actions taken
by the Chief Prosecutor of Colombia to investigate high level gov-
ernment officials, including members of Congress, allegedly cor-
rupted by drug trafficking interests.

It is these individuals whom the United States—and the Colom-
bian Government—should be supporting. The committee commends
General José Rosso Serrano, the Colombian National Police, and
the other United States and Colombian officials who participated
in the arrest of Rodriguez Orejuela.

The committee acknowledges that the arrest of Gilberto
Rodriguez Orejuela is a positive first step toward dismantling the
Cali drug cartel. It is the committee’s hope that this step rep-
resents a serious effort on the part of the Colombian Government
to crack down on the cartels. The prosecution of Rodriguez Orejuela
to the fullest extent of the law, and his incarceration and punish-
ment commensurate with his crimes, will be a clear demonstration
that Colombia is taking steps to fulfill the counterdrug agenda
enunciated by President Samper. These steps, combined with in-
creased pressure on the other Cali cartel leaders, in the commit-
tee’s view, will increase respect for Colombia’s efforts.
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This recent positive step follows a period in which, in the com-
mittee’s view, the Colombian Government's counterdrug perform-
ance lacked effective actions to dismantle the drug cartels and to
reverse the influence of narco-corruption. This lack of performance
was reflected in the fact that on March 1, 1995, the President gave
Colombia a “vital national interests” waiver, due to its inadequate
level of counterdrug cooperation.

The committee notes that Colombian President Samper has
enunciated a counterdrug agenda for his government. In a July 15,
1994, letter to several members of Congress, including members of
this committee, then-President-elect Samper outlined a number of
“concrete initiatives” he would take to address the narcotics prob-
lem. He promised to: (1) vigorously apply all law enforcement re-
sources to investigate, track and incarcerate the drug lords and
their accomplices; (2) implement reforms to Colombia’s penal code,
including increasing penalties for drug traffickers, closing loopholes
in the plea bargaining system, and strengthening anticorruption
and money-laundering laws; and (3) implement a global export
monitoring system for precursor chemicals.

It was the committee’'s assessment that as of the March 1, 1995
certification, President Samper had not fully implemented his July
commitments.

On February 6, 1995, three weeks before the annual certification
by the President of the United States, President Samper outlined
a “Program of the War Against lllicit Drugs,” a comprehensive
counterdrug strategy for Colombia to be pursued during his admin-
istration. In that speech, President Samper stated that, amongst
other goals, he would: (1) destroy 44,000 hectares of illegal crops
in 1995; (2) reformulate the plea bargain policy, including a $500
million plan to improve the administration of justice; and (3) imple-
ment laws to act more forcefully to confiscate profits resulting from
illegal enrichment.

In outlining this program, President Samper stated that Colom-
bia “will continue fighting [narcotics] because we are convinced
that the struggle against this serious scourge is a moral impera-
tive, a response to a public health problem, and, most of all, an
issue of national security.”

The Committee is encouraged by the program outlined by Presi-
dent Samper. However, concerns resulting from the past year’s per-
formance underlie the amendment adopted by the committee. A re-
view of these concerns is as follows: (1) In 1994, the Government
of Colombia did not take significant actions to dismantle drug car-
tels, capture drug kingpins of the Cali cartel, or reverse the influ-
ence of drug-related corruption on the political system of Colombia;
(2) The political and judicial systems of Colombia continue to
confront problems of drug-related corruption, which contributes to
an environment in which honest officials face enormous difficulties
and the fear of physical harm to themselves and their families if
they maintain their integrity against the drug traffickers; (3) The
plea-bargaining system in Colombia has been inappropriately ap-
plied, allowing major drug traffickers to submit to judicial authori-
ties and receive lenient sentences rather than encouraging low-
level criminals to provide evidence against leaders of criminal orga-
nizations; (4) As currently applied, the plea-bargaining system in
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Colombia has allowed at least 33 percent of those convicted of
drug-related offenses not to serve prison time for their crimes, leav-
ing, in the committee’s view, law-abiding citizens virtually unpro-
tected against the drug traffickers and leading the Chief Prosecutor
of Colombia to state that the judicial process “results in virtual im-
punity [for drug traffickers]”; (5) Colombia remains a significant
center for money-laundering activities; (6) There continue to be
questions about the influence of the drug kingpins in the Congress
of Colombia (as is proved by the investigations currently being un-
dertaken by the Chief Prosecutor of Colombia) and whether that
same influence extends to senior levels of the executive branch of
Colombia; (7) No senior Colombian government official has been
prosecuted to date; (8) The Government of Colombia did not under-
take a meaningful investigation into allegations that political cam-
paigns received millions of dollars from the Cali cartel or into other
allegations of extensive drug-related corruption; (9) And, until the
recent arrest of Rodriguez Orejuela that many elements of the Gov-
ernment of Colombia had not demonstrated sufficient political will
to move against major drug traffickers in Colombia.

The Colombian Government has repeatedly given assurances
that it considers the war against drugs to be a “moral imperative”
and a “matter of national security” requiring “an all out effort,
without limits.” The committee supports Colombia in its efforts as
long as it shows the political will to implement the commitments
made on July 15, 1994, by President-elect Samper and by President
Samper in his February 6, 1995, speech.

The conditions outlined in Section 506 are taken directly from
the counterdrug program enunciated by President Samper, either
in his July 15, 1994, letter to the U.S. Congress or in his February
6, 1995, speech. The committee wants assurances that Colombia is
fulfilling the agenda outlined by President Samper. As noted above,
while the arrest of Rodriguez Orejuela is significant, continued and
consistent performance remains an open question and for this rea-
son, it is the committee’s view that specific performance bench-
marks are needed to provide both the U.S. President and Congress
with the means of determining Colombian cooperation. If Colombia
has the political will to combat effectively the traffickers, then the
United States can be expected to continue its support for those ef-
forts.

The July 15, 1994 letter from President-elect Samper and the
February 6, 1995 speech by President Samper follow:

JuLy 15, 1994.

Hon. Jesse A. HELMS,
Ranking, Committee on Foreign Relations, 403 Senate Dirksen Of-
fice Building, Washington, DC.

DEAR SENATOR HELMs: Next month | will assume the Presidency
of Colombia at a very important time in the relations between our
two countries and in our common struggle against drug trafficking.
I am well aware of your dedication and interest in this issue and
I appreciate your efforts in support of Colombia. As | prepare my
administration for the challenges which lie ahead, 1 wanted to take
this opportunity to share with you my views about the ways we can
strengthen our fight against drug trafficking.
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I know, in a very personal way, the kind of threat drug-traffick-
ers represent to our democracies. The four bullets still lodged in my
body are a constant reminder of the 1989 Cartel attempt to assas-
sinate me at Bogota International Airport. 1 was lucky, unlike
many of my compatriots who have fallen victim of the brutal vio-
lence the cartels have wreaked in my country.

Once again, we are the target of their diabolic machinations. The
taping of telephone conversations between a Cali Cartel leader and
a journalist known to be on the Cartel’s payroll revealed their frus-
trated efforts to infiltrate the campaign organizations of Colombian
presidential candidates.

I was perfectly aware of this threat when | entered the Presi-
dential race. That is why | established an independent moral om-
budsman in my campaign. That is why my campaign books and
records have always been open to public scrutiny. | also expelled
several sympathizers when it became evident that they were not up
to our rigid ethical standards. We rejected several contributions be-
cause of their unclear or obscure origin. That is why I am com-
pletely confident that my campaign was successful in rejecting drug
traffickers undercover efforts to spread their corrupting influence.
Nevertheless, | have called for a special investigation to carefully
examine all of these issues and will take further action as needed
to protect the integrity of my government.

Those who thought that the drug war was over with the destruc-
tion of Pablo Escobar’s organization were wrong. We are entering
what could be the last but decisive phase of the drug war. The car-
tels know that their campaign of terror and intimidation has failed.
Nevertheless, they will try to regain the ground lost during the
past years. The Cali Cartel will rely on powerful weapons of choice:
violence and fear, bank accounts, legal loopholes, computer net-
works and corruption.

Today, the task is much more complex and the international
community has to readjust its strategy, sharpen its skills and de-
velop new legal and institutional tools. Starting on the day of my
inauguration, | will aggressively seek to secure the tools we will
need to win, both at home and abroad. | invite the United States
to join Colombia in leading this effort.

First, we will continue doing what we have done successfully:
vigorously applying all our law enforcement resources to inves-
tigate, track and put in jail the drug lords and their accomplices.
We know who the bosses of the Cali Cartel are and we will capture
them. To achieve that goal we need a continuous commitment from
the United States in terms of technical support, training, intel-
ligence and evidence sharing. We must establish a high-level bilat-
eral commission to permanently evaluate our cooperation, improve
its performance and promptly overcome any problem or obstacle.

My administration will accelerate the reform of Colombia’s penal
code, increasing the penalties for drug traffickers and removing the
loopholes in our plea bargaining system. We will not tolerate leni-
ency.

Drug traffickers failed in taking over our democracy through ter-
rorism and assassination. Now they want to destroy it through in-
filtration and corruption. They will not succeed. An “elite corp” of
investigators will be created to track down corruption and send the
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political cronies of the cartels to jail and we will present to Colom-
bia’s Congress stringent anticorruption legislation. Additionally, we
will introduce new legislation to strengthen our laws against
money-laundering, that should be enforced with the support of a
United States-Colombian financial crime task force, conformed by
our best prosecutors and experts.

Equally important, we will urge the U.S. Congress to establish
mandatory targets for the reduction of domestic drug consumption
and to provide the resources needed to achieve those targets.

Our two countries cannot solely bear the burden of the global
war on drugs. Consequently, my administration will work towards
the enactment of the following initiatives:

The creation of a Caribbean Basin multilateral antinarcotics
force.

Joining current radar capabilities in a Hemispheric network
to track trafficking activities.

The implementation of a global export monitoring system to
impose strict controls on the flows of precursor chemicals, cru-
cial to drug production, as well as assault and automatic weap-
ons used by cartel hit-men.

The adoption of a new Inter-American convention to ban fi-
nancial safe havens in the hemisphere. Drug traffickers cannot
be allowed to enjoy the benefits of their ill-gotten gains.

These are concrete Initiatives | will launch August 7, the day of
my inauguration. |1 hope the United States will choose to help Co-
lombia win the drug war instead of being paralyzed by the drug
lords’ disinformation campaign. | invite the United States to redou-
ble its faith in the determination and courage of Colombians by
joining us again in the difficult battles that lie ahead.

My administration looks forward to working with you on these
issues and others of interest to both our countries.

Sincerely,

/s/ ERNESTO SAMPER-PIZANO,
President-elect of Colombia.

SPEECH BY DR. ERNESTO SAMPER Pi1zANO, PRESIDENT OF
CoLoMBIA AT THE PRESENTATION OF THE PoLicy
AGAINST DRUGS—SANTAFE DE BoGOTA, FEBRUARY 6,
1995

I wish to take the opportunity, on the occasion of the ap-
pointment of the Manager of the Illicit Crops Alternative
Development Plan, to outline the Program of the War
Against lllicit Drugs that my Administration will carry out
in the years ahead. At the same time, | also wish to inform
you about what we have already achieved in the first few
months of my Administration.

Colombia has been seriously engaged for several years in
the war against drug trafficking. Many of our countrymen
have fallen in this battle, and the economic price we have
had to pay has been very high, requiring us to postpone
other important needs and make great sacrifices.

We are fighting this battle and we will continue fighting
because we are convinced that the struggle against this se-
rious scourge is a moral imperative, a response to a public
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health problem, and, most of all, an issue of national secu-
rity.

AN INTEGRATED POLICY

The challenge posed by drug traffickers demands an in-
tegrated policy. We cannot continue a cycle of action and
reactions. This leads to doubt and uncertainty about the
effectiveness of what we are doing. My Government is com-
mitted to an integrated policy that will be led and super-
vised directly by the President of the Republic.

The new policy’s components are as follows:

1. Crop Eradication

Unfortunately, Colombia has become a coca producing
country: 14 percent of the land under coca cultivation
worldwide is In our country.

Between 1993 and 1994, the number of hectares under
cultivation increased 13 percent.

We will eradicate the coca and poppy crops. We will take
advantage of the fact that most of these crops are grown
for commercial reasons and are not for traditional use, as
in other neighboring countries.

We have begun “Operation Radiance” that will destroy
all existing illicit crops in the country in the next two
years. The target for this year is 44,000 hectares.

The Government will be especially careful to ensure that
these operations cause the least adverse social and envi-
ronmental impact.

Those who criticize spraying operations often forget that
the worst ecological damage is being caused by those who
are destroying our natural reserves to grow illicit drugs.
Two and a half hectares of forest are destroyed in order to
plant one hectare of illicit crop, at the expense of approxi-
mately 180,000 hectares each year. If production continues
like this, according to U.N. calculations, before the end of
the century Colombia will have lost one-third of its tropical
rain forest.

2. Alternative Development Plan

The objective of the Alternative Development Plan that
we are announcing today is to provide an alternative
means of living for the 300,000 small coca growers.

And, simultaneously to ,develop preventive programs in
other areas of the country which are abandoned and could
become areas for producing new crops. We do not want
confrontations to happen again like the ones in Guaviare
and Putumayo last year.

I have requested the Solidarity Network to institute pro-
grams in the most sensitive areas so that government pro-
grams will begin work before the drug traffickers arrive.

The Plan will provide better roads, health, education
and working conditions to small farmers in isolated areas.

Likewise, with the assistance of government programs,
the trading and marketing of substitute crops will begin.
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The Plan will duplicate substitution programs that have
been successful in other places.

In order to finance this ambitious crop substitution pro-
gram, we have a US$150 million budget which we hope to
double with international assistance.

My goal is to eliminate all illicit crops by the end of my
term in office.

3. Industrial Production of Drugs

In addition to coca cultivation, we are also a drug pro-
ducing country. To eliminate production, we will attack the
infrastructure used for the processing of drugs, such as
laboratories, importation of processing chemicals, and ve-
hicles used to transport drugs.

With the use of the reinstalled radar system in the
South, we will interdict the entry of coca paste, the essen-
tial raw material for the production of cocaine.

4. Distribution

Colombia will take strong actions to destroy the internal
systems for the distribution and export of drugs through
the following programs:

Investment in technology to improve the control ca-
pacity of airports, waterways and seaports.

Build a coast guard base on San Andres Island with
resources already allocated in the 1995 and 1996
budgets, that will control all air and sea traffic arriv-
ing and departing from the island.

Improve the airplane interception system through
the purchase of detectors, aerial platforms, and elec-
tronic intelligence gathering equipment.

5. Money laundering

Recent estimates show that profits from drug trafficking
can reach nearly US$500 billion a year, which is ten times
Colombia’s gross national product.

Most of these funds are “laundered” through world fi-
nancial markets. It is very important that controls be es-
tablished in each country as well as at the international
level.

If we allow the income produced by drugs, 75 percent of
which is held in international financial centers, to be “re-
cycled” into legitimate businesses, we will never be able to
end drug trafficking.

At the hemispheric summit called by President Clinton
and held in Miami, Colombia suggested that the countries
of the region hold a convention to consider a War against
Money Laundering. This initiative was received with en-
thusiasm. The organizational details of this convention
will be spelled out during the first quarter of 1995.

On the domestic front, with the support of the Attorney
General's Office, the Banking Superintendency, the DIAN
(tax and national customs department), and the Stock
Market Superintendency, we will act more forcefully to
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confiscate profits from illicit enrichment. We have already
proposed changes in the law to give my Government the
necessary powers to carry this out.

6. The rise of domestic consumption

Colombia is at risk of becoming a drug consuming coun-
try, according to the figures during the last few years.

We will strongly fight against any increase in drug use,
particularly among our youth.

The Government's action in this regard will be directed
at drug prevention, rehabilitation, special attention to indi-
viduals that are vulnerable to becoming drug users, and a
massive education effort through the media and education
centers, under the coordination of the Youth Vice-Ministry,
on the harmful effects of drug use.

7. Law enforcement and administration of justice

The “Surrender to Justice” policy has become an open
door to impunity because of inadequate convictions and
sentencing by certain judges and prosecutors.

Its implementation included minimum sentences and
granted maximum benefits.

We are going to reformulate the policy, so that turning
oneself in is no longer perceived as a way to avoid prosecu-
tion.

We know that criminals will not turn themselves in if
we do not maintain pressure on them. We will pursue
them until either we catch them or they surrender.

We are convinced that the new policy, with international
judicial cooperation, will enable us to successfully fight
against criminal cartels.

8. Changes in justice administration

Those who think that all these changes require basic re-
form of our justice system are right. The battle against
drugs must be fought within the rule of law. With our cur-
rent weak judicial system and inefficient criminal policy,
we will 'not be able to subject organized crime to the laws
and justice of the State.

A Justice Development Plan, with allocations of around
$500 million, will make the administration of justice more
effective.

It is the intention of my Government to modernize the
justice system to include a new program to find ways to
defeat organized crime, especially kidnappers and drug
cartels.

9. Prosecution of cartels

The Government has the clear intention to pursue, ap-
prehend, prosecute, and convict drug traffickers. We are
actively working to achieve this goal as soon as possible.
To obtain it, we will improve our intelligence gathering ca-
pabilities against drug cartels with technical assistance
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from various foreign governments, starting, of course, with
help from the Government of the United States.

10. International responsibility

It is clear that our objectives cannot be fulfilled entirely
without more help and support from the international com-
munity. Colombia’s efforts will have little impact on inter-
national narco-trafficking—

If the rising levels of consumption do not decrease;

If the control of air and sea traffic is not intensified;

If progress is not made to control international money
laundering activities; and,

If the sale of precursor chemicals is not reduced.

Colombia will be alert to the international achievements
on each of these issues while maintaining its own respon-
sibility to combat the drug problem.

It is not a matter of unloading one’s responsibility onto
others. It is simply a matter of understanding that the
complexity and seriousness of the drug trafficking problem
are so extensive that its solution requires everyone’s par-
ticipation, with no exceptions nor excuses.

RESULTS

Now let me review the results obtained in the first few
months since we began this integrated program.

During the first months of my administration, until De-
cember 1994:

1. 6,950 hectares of illicit crops were eradicated,
double the amount from the same period last year.

2. 18,416 kilos of cocaine were seized, an increase of
428 percent compared to the same period last year.

3. 20,200 kilos of coca paste was seized, 782 percent
more than the same period the year before.

4. 194 cocaine laboratories were destroyed.

5. 530,000 gallons of fluid and 213,000 kilos of solid
chemical precursors were seized, up from 219,000 gal-
lons and 108,000 kilos seized the previous year.

6. 940 people linked to drug trafficking activities
were arrested, of them 59 were foreigners and 5 were
extradited.

7. Special Joint Command operations, whose basic
responsibility is to pursue the heads of the drug traf-
ficking cartels, were doubled.

It is clear that these statistics indicate progress in the
eradication, capture, and interdiction campaign that we
expect to continue.

More than that, during the first six months of my Gov-
ernment:

1. A disciplinary emergency was declared for the
City of Cali police. More than half of the officers were
dismissed.

2. The National Police Anti-Corruption Unit was
created.
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3. The United Nations Convention Against Illicit
Traffic in Narcotic Drugs and Psychotropic Substances
was ratified.

4. Thanks to the action of the National Government
and the cooperation of the political parties, we were
able to defeat a legislative proposal that would have
greatly weakened the legal barriers to illicit enrich-
ment.

5. Money laundering was classified as a crime and
national legislation has been drafted and submitted to
Congress as part of the anti-corruption statute, which
will soon be passed by Congress.

6. A budget of $150 million per year was allocated
for the next 3 years for the alternative development
plan we are presenting today.

7. The Attorney General’s Office was reorganized to
make it more effective in the fight against drug traf-
ficking.

8. The Security Administration Department [DAS]
was reorganized in order to improve the professional
capabilities to combat organized crime.

9. Prison Emergency was declared in order to con-
trol highly dangerous prisoners, to clean up the areas
surrounding maximum security prisons, and to im-
prove performance of prison guards.

10. The Surrender to Justice Policy Study Commis-
sion was created by decree No. 159, 1995, in order to
study and report on sentences and benefits adjust-
ments, as well as to suggest any other reforms to the
policy by March 6.

CONCLUSIONS

The Government of Colombia has been active for several
years in the struggle against drug trafficking.

My Government reiterates its commitment to continue
our efforts as | have described above.

The country has an excellent team to undertake this
program including: The Attorney General of the Nation,
the Ministers of Defense and Justice, as well as the DAS
Director and the National Police Director, who have been
working coherently and effectively since the beginning of
my administration in this struggle against drugs.

In the development of this program, Colombia has had
the cooperation of several foreign governments, among
them, the United States Government.

We trust that the policies and the facts presented here,
together with the achievements of my predecessor’'s gov-
ernment, will renew the confidence that has characterized
the relations between our two countries over the years.

Anything other than a strong bilateral relationship
based on confidence would weaken the joint efforts we
have undertaken and would only benefit the drug cartels’
interests.
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Colombia accepts international cooperation to achieve its
antidrug objectives, but only after acknowledgment of its
sovereign right to formulate this policy on its own.

Over the years, during many administrations, we have
never accepted any type of conditions from abroad.

I am optimistic that in the near future we will defeat the
scourge of narco-trafficking.

The Colombian people deserve a better international
image than that created by organized crime.

We deserve to be known as a country that respects the
law.

We deserve to be judged on the basis of the majority of
our hard working citizens who love their country, who
fight for its progress, and who desire to leave their chil-
dren the possibility of a life led with dignity.

To achieve this, we all have to make a commitment to
fight against violence, beginning with narco-trafficking,
which has plagued us like a curse.

We do not want any more heroes or martyrs buried in
our cemeteries. Therefore, we must and we will bring
crime and violence under control.

As President, | am sure that this would have been the
wish of the 4 Presidential candidates, the 23 magistrates,
the 63 journalists, and the 3,000 policemen who in the last
10 years lost their lives fighting narco-trafficking.

In their memory we will overcome future difficulties. We
are working very hard on this problem and we will con-
tinue to do so. Thank you very much.

Section 507.—Report on Israeli debt

Section 507 requires an annual report to Congress by the Sec-
retary of State itemizing all held and guaranteed debt owed by the
Government of Israel to United States public and private financial
institutions, the maturity of loans and amounts of interests pay-
ments, and information explaining what it could cost the United
States to cancel Israel’s debt.

Section 101(i) of P.L. 99-190 exhorts the United States Govern-
ment to provide enough assistance to Israel to cover interest pay-
ments on all Israel's debts to the United States. Despite that provi-
sion, several attempts by this committee to ascertain the exact ex-
tent of Israeli debt, including contingent liabilities to the United
States, met with little success. This information is sought in the
name of good governance and not with a view to highlight a par-
ticular nation’s debt burden to the United States.

Section 508.—Report on involvement by senior Mexican Government
officials in illegal drug trafficking

Section 508 requires a one-time report by the President of the
United States providing all information available to the United
States Government with respect to the involvement, since March 1,
1991, of senior Mexican Government officials, their relatives, and
close associates, in illegal trafficking in controlled substances (as
defined in section 102(6) of the Controlled Substances Act (21
U.S.C. 802(6)).
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The committee is concerned about continuing revelations of cor-
ruption within the senior levels of the Mexican Government. The
committee notes that these allegations involve officials from pre-
vious Mexican Governments and not that of President Zedillo, who
took office in December 1994.

For instance, in one case, there are allegations linking a former
Deputy Attorney General with both drug trafficking and the cover-
up of his own brother’'s assassination. The committee is also con-
cerned that United States and Mexican law enforcement officials
believe that drug kingpin Juan Garcia Abrego routinely expends
$40-50 million a month in bribes to senior Mexican Government of-
ficials.

The committee also has heard a number of reports from United
States counterdrug and law enforcement officials of corruption
within Mexican law enforcement agencies. One instance occurred in
the summer of 1994, when a jet loaded with an estimated 10 tons
of cocaine (worth more than $200 million) landed in Sierra Madre,
Mexico. Only 2.5 tons were recovered, and it is alleged that mem-
bers of the Mexican Federal police stole the rest of the cargo. Fur-
thermore, Judicial Police personnel are allegedly involved in 19
drug organizations and kidnaping rings operating in the country.
The aforementioned are but a few examples of allegations of official
corruption that underlie the committee’'s concern about the corro-
sive impact of corruption throughout the Mexican Government.

Section 509.—Prohibition on antinarcotics assistance to Burma

Section 509(a) prohibits the provision of assistance to the State
Law and Order Restoration Council [SLORC] to support efforts to
combat illicit narcotics production and trafficking in Burma. The
prohibition applies to funds made available by this act of any other
act.

Section 509(b) provides for two exceptions for which the prohibi-
tion on antinarcotics assistance funding would not apply: one, it
does not apply to the provision of assistance for United States Gov-
ernment-funded crop substitution projects funded through non-
governmental organizations in areas controlled by a Burmese eth-
nic minority and two, it does not apply to antinarcotics training
conducted by any agency of the United States Government, as long
as the training does not involve the transfer of any equipment to
the Burmese. It is the committee’s understanding that these two
activities have been agreed to through a series of interagency dis-
cussions regarding the future of United States-Burma policy and
the policy of providing antinarcotics assistance to Burma, in gen-
eral.

Section 509(c) prohibits funding from this act or any other act for
the provision of intelligence information to the Burmese regime,
the State Law and Order Restoration Council.

The executive branch is in disagreement over the future of Unit-
ed States-Burma policy, though the discussion is particularly in-
tense regarding the provision of antinarcotics assistance to Burma.
The President rescinded antinarcotics assistance programs to
Burma in 1990. Since then, certain elements of the executive
branch have continued to recommend resumption of this assist-
ance. This assistance has been recommended to include the provi-
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sion of closed-communication police radios and trucks. The commit-
tee contends that the provision of any dual-use equipment to one
of the most brutal, repressive regimes in the world would be det-
rimental to both United States interests in the region and to the
Burmese people.

The provision of assistance of this sort is troubling for a number
of reasons: (1) The Burmese regime has signed 10-year truce agree-
ments with the largest drug traffickers in Burma. (2) The Burmese
regime has purchased over $1.2 billion in military equipment from
the Chinese in the last 2 years. If the regime were serious about
eradicating drug production, that money could have been well-
spent on such an effort. (3) The United States has information sug-
gesting that the Burmese military in control of the government is
rife with narcotics-related corruption. The provision of assistance or
of intelligence information to the regime could then be used when
and if the regime determines it is in its interest to do so, rather
than on every case for which we transfer intelligence gathered by
U.S. sources and methods. (4) The provision of antinarcotics assist-
ance to the Burmese is a means to an end for the Burmese regime.
Every year the President is required to certify to Congress, in ac-
cordance with section 490 of the Foreign Assistance Act of 1961, on
the countries that have cooperated fully with the United States, or
taken adequate steps on their own, to achieve full compliance with
the goals and objectives established by the 1988 U.N. Convention
Against the Illicit Traffic in Narcotic Drugs and Psychotropic Sub-
stances. If the President were to certify that Burma had made
progress on this front, United States Executive Directors at inter-
national financial institutions would be able to vote in support of
development assistance for Burma.

The Burmese regime is not serious about its desire to eradicate
opium production. The provision of any assistance or any intel-
ligence information will be used to further the regime’s interests,
not the interests of the United States.

Section 510.—Clarification of restrictions under section 620E of the
Foreign Assistance Act of 1961

Section 510 amends section 620E(e) of the Foreign Assistance Act
of 1961, as amended. Section 510(1) strikes the restrictions on all
assistance to Pakistan and insert a restriction on military assist-
ance in its stead. Section 510(1)(E) adds several sections to section
620E(e) of the Foreign Assistance Act, including: (1) a paragraph
which specifies that prohibitions on military assistance to Pakistan
do not apply to any assistance provided for the purposes of inter-
national narcotics control, military to military contacts, training or
humanitarian assistance, peacekeeping, multilateral operations or
antiterrorism activities; (2) a waiver of storage costs for military
equipment not delivered to Pakistan and authorized repayment of
those costs; (3) authorization for the return of Pakistani owned,
unrepaired military equipment sent to the United States; (4) a
sense of Congress statement relating to United States policy to-
ward South Asia; and (5) an enhanced reporting requirement under
section 620F(c) of the Foreign Assistance Act of 1961.

The United States friendship with Pakistan dates from 1947,
soon after Pakistani independence. Since then Pakistan's coopera-
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tion with the United States has been remarkable: Pakistan stood
with the United States throughout the cold war against Soviet to-
talitarian expansionism; Pakistan has been in the forefront of U.S.-
initiated United Nations peacekeeping operations; and Pakistan
has cooperated extensively with the United States in
counterterrorism, providing critical assistance in the apprehension
and swift extradition of Ramzi Ahmed Yousef, the alleged master-
mind of the terrorist attack on the World Trade Center in New
York City.

For much of the last two decades, Pakistan has faced a nuclear
threat from India. India’s nuclear program, initiated in response to
the threat perceived by China’s development of a nuclear weapon,
and three wars fought between the two countries, created the in-
centive for Pakistani pursuit of a nuclear program. The United
States provided conventional military assistance to Pakistan, in
part to discourage the development of a nuclear program. In Octo-
ber 1990, the President was unable to certify under section 620E(e)
of the Foreign Assistance Act of 1961 as amended (known as the
“Pressler Amendment”) that Pakistan did not possess a nuclear ex-
plosive device, and United States assistance to Pakistan was
ended.

The Pressler restrictions required a cut-off of all United States
assistance to Pakistan, including assistance to United States com-
panies doing business there. However, this legislation has not prov-
en to be an effective tool of United States non-proliferation efforts
in South Asia. In recognition of this, President Clinton called for
a review of the Pressler Amendment on April 11, 1995.

After careful and extensive consideration, the committee, on a
vote of 16 to 2, agreed to modify the existing prohibitions on United
States assistance to Pakistan under section 620E(e). The provision
included by the committee specifically exempts from restrictions all
assistance provided for bilateral international narcotics control ac-
tivities, military-to-military contact, humanitarian assistance,
peacekeeping and counterterrorism assistance.

The committee also clarified that the prohibition shall only apply
to military assistance. Currently, the State Department has inter-
preted the Pressler amendment to include all United States assist-
ance and sales. The committee is aware that certain aid, such as
antiterrorism assistance, and certain sales of United States goods
are warranted and should be encouraged. For example, equipment
that assists in confidence building measures between Pakistan and
India should not be prohibited. Such items would include border
surveillance equipment, radar, radar warning receivers, etc. ltems
such as these not only promote border security and help prevent
surprise attacks, but also prevent accidental incursions and inci-
dents that could escalate into significant confrontations. As with
sales of military and non-military items to India, sales of non-mili-
tary equipment to Pakistan would be made on a case-by-case basis.

Notwithstanding President Clinton’s commitment to resolve the
outstanding issue of $1.4 billion worth of equipment that Pakistan
bought, but that has not been delivered, the administration contin-
ues to investigate possible solutions and has yet to recommend a
course of action. The committee generally agreed that some resolu-
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tion of this issue is important, but took no action pending an ad-
ministration recommendation.

Section 511.—Statement of policy and requirement for report on oil
pipeline through Azerbaijan, Armenia, Georgia, and Turkey

Section 511 states that it is the sense of the Senate to support
construction of an oil pipeline through Azerbaijan, Armenia, Geor-
gia, and Turkey. The section also requires a report analyzing po-
tential routes for construction of the pipeline. The report shall in-
clude a discussion of the advantages and disadvantages for dif-
ferent routes, including: (1) the amount of oil to be transported
along each route of the pipeline; (2) the cost of constructing the
pipeline; (3) options for commercial and public financing of con-
struction of each route of the pipeline; and (4) the impact on re-
gional stability of the pipeline along each route.

The oil-rich Transcaucasus region that stretches between the
Southern border of the Russian Federation and Iran is of great
geostrategic interest to the United States. Development of an oil
pipeline through Azerbaijan, Armenia and Turkey or Georgia
would provide the countries in the Transcaucasus with economic
access outside Russian or Iranian control. The committee believes
that such a pipeline would help ensure that Armenia, Azerbaijan
and Georgia remain strong and independent nations while simulta-
neously providing the United States with a major source of petro-
leum outside of the Persian Gulf.

Section 512.—Reports on eradication of production and trafficking
in narcotic drugs and marijuana

Section 512 requires the President to submit a semiannual report
to Congress on the progress made by the United States in eradicat-
ing production of and trafficking in illicit drugs. The report shall
be submitted in unclassified form with a classified annex, if re-
quired.

Section 513.—Reports on commercial disputes with Pakistan

Section 513 requires the Secretary of State, in consultation with
the Secretary of Commerce, to report 30 days after the bill's enact-
ment, and every 90 days thereafter, on the status of disputes be-
tween the Government of Pakistan and United States persons with
respect to cellular telecommunications and on the progress of ef-
forts to resolve such disputes. The requirement to submit the re-
port shall terminate upon certification by the Secretary of State to
Congress that all significant disputes between the Government of
Pakistan and United States persons with respect to cellular com-
munications have been satisfactorily resolved.

In other sections of this bill, the committee broadened the Pres-
sler amendment to allow, among other things, for United States
trade and investment programs in Pakistan. However, the commit-
tee believes that United States companies should enjoy a friendly
business atmosphere in Pakistan, without which further develop-
ment of economic relations will be difficult.
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Section 514.—Nonproliferation and disarmament fund

Section 514 authorizes $25 million for each of the fiscal years
1996 and 1997 for the Nonproliferation and Disarmament Fund
[NDF]. The NDF supplements United States diplomatic efforts to
halt the spread of both weapons of mass destruction and advanced
conventional weapons, their delivery systems, and related weapons
and their means of delivery.

Under authority provided in section 504 of the Freedom for Rus-
sia and Emerging Eurasian Democracies and Open Markets Sup-
port Act of 1992 (Freedom Support Act), significant accomplish-
ments in furthering these nonproliferation and disarmament goals
have been made. The NDF has, for example, assisted in the pur-
chase of unsafeguarded highly enriched uranium from Kazakhstan,
the destruction of Hungarian SCUD missiles, and work on deploy-
ing seismic arrays in Egypt and Pakistan necessary to test a global
network to verify a Comprehensive Test Ban Treaty.

The NDF seeks bilateral and multilateral project proposals that
dismantle and destroy existing weapons of mass destruction, their
components and delivery systems, that strengthen international
safeguards, and that improve export controls and nuclear smug-
gling efforts.

Beginning in fiscal year 1996, the NDF will assume responsibil-
ity for export control assistance to the Newly Independent States
[NIS]. This assistance has been provided by the Department of De-
fense in earlier legislation authorized under the Nunn-Lugar Com-
prehensive Threat Reduction Program.

The committee believes the NDF is an important element in
achieving the high priority national security and foreign policy goal
of slowing and reversing the proliferation of weapons of mass de-
struction and advanced conventional weapons.

Section 515.—Russian nuclear technology agreement with Iran

Section 515 expresses the sense of Congress regarding Russia’s
nuclear agreement with Iran. The Committee is profoundly con-
cerned about an agreement between Russia and Iran to sell nuclear
power reactors to Iran. It is the sense of this Committee that the
Russian Federation should be strongly condemned if it continues a
commercial agreement to provide Iran with nuclear technology
which would assist that country in its development of nuclear
weapons. Moreover, if such a transfer occurs, Russia would be in-
eligible for assistance under the terms of the Freedom Support Act.

During the May 1995 summit in Moscow, Russian President
Yeltsin was asked by President Clinton to cancel the reactor sale
to Iran. President Yeltsin did not halt the sale, but instead can-
celled the Russian sale of a gas centrifuge to Iran and halted the
training of 10 to 20 Iranian scientists a year in Moscow.

Iran is aggressively pursuing a nuclear-weapons acquisition pro-
gram. The Central Intelligence Agency stated in September 1994
that Iran probably could, with some foreign help, acquire a nuclear
weapons capability within 8 to 10 years. Iran is receiving that for-
eign help from Russia and China. Specifically, China is helping
Iran build a nuclear research reactor, and in April it concluded a
deal to sell Iran two light-water reactors. Pakistan, a country with
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its own significant nuclear weapons program, has in the past pro-
vided key technical assistance to Iran.

The Iranian military buildup in the Persian Gulf is also a source
of serious concern. Iran has acquired as many as 30 MiG-29's out
of a reported deal with Russia for 50 of these modern combat jets,
and Russia has also sold Iran sophisticated air-to-air missiles to
arm these aircraft. Iran has received numerous surface-to-air mis-
sile systems from both Russia and China. Iran’s submarine force
consists of two modern Russian-made Kilo-class submarines, and a
third is expected to be delivered. Russia also provided Iran with so-
phisticated torpedoes for these subs. In addition, Poland is going
ahead with the planned sale to Iran of over 100 T-72 tanks, and
Iran has also taken delivery of several hundred other T—72's from
Russia.

Iran has demonstrated expansionist aims within the Persian
Gulf, and has asserted control over the Persian Gulf island of Abu
Musa, previously shared with the United Arab Emirates. Iran also
has moved modern air defense missile systems, tanks, additional
troops, artillery, and surface-to-surface missiles onto islands in the
Persian Gulf.

Iran has opposed the Middle East peace process and continues to
support the terrorist group Hizballah and radical Palestinian
groups. Iran also poses a potential long-term threat to Russia as
well.

The committee notes the leadership of Senator John McCain of
Arizona who testified before the Near East and South Asia Sub-
committee concerning existing conditions in the Freedom Support
Act that could prohibit the delivery of assistance to Russia should
the sale be consummated.

Section 516.—Supporting a resolution to the long-standing dispute
regarding Cyprus

Section 516 expresses strong congressional support for a resolu-
tion to the long-standing dispute on Cyprus. The provision dis-
cusses in particular the need to find a way of breaking the para-
digm of deadlock that has so long plagued this issue, including con-
sideration of a complete demilitarization of the island.

For 20 years, the political deadlock over Cyprus has endured,
while elsewhere in the world these same two decades have pro-
duced the fall of the Berlin Wall, a dissolution of the Soviet Union,
mutual recognition between Israel and the PLO, and a peaceful
transition to majority rule in South Africa. The committee believes
that it is long past time for a similar breakthrough for peace in Cy-
prus.

This section takes a moderate tone in the hope of bringing to-
gether all sides to the conflict. But it also calls for parties to look
at the problem of Cyprus in a radically new way. The provision: (1)
declares the status quo on Cyprus to be unacceptable; (2) welcomes
President Clinton’s appointment of a special emissary for Cyprus;
(3) calls on all parties to seek a solution based on the U.N. Security
Council resolution of July 29, 1994, which states that any solution
must be based on a single, federated State of Cyprus that guaran-
tees the political equality of both ethnic communities; (4) calls for
the withdrawal of all foreign troops; (5) states that proposals for a
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total demilitarization of Cyprus would enhance the security of all
of the Cypriot people and merits support; and (6) urges the Secu-
rity Council and the U.S. Government to consider alternative ap-
proaches to promote a resolution to the long-standing dispute, in-
cluding incentives or sanctions to encourage progress.

While the intent of this provision is to look toward the future,
the history of this issue must not be forgotten. Two decades ago,
Turkey's invasion of Cyprus drove more than 200,000 Cypriots
from their homes and reduced them to the status of refugees in
their own land. More than 2,000 people are still missing, including
5 American citizens. The Turkish army seized 40 percent of the
land of Cyprus, representing 70 percent of the island’'s economic
wealth. Today, Turkey continues to maintain over 30,000 troops on
the island, which forms the bedrock of the continuing political im-
passe.

Last year, in an effort to transform this environment of deadlock
and distrust, President Clerides of Cyprus offered to totally demili-
tarize the island in the context of a Turkish military withdrawal
and political agreement to reunify the country. The committee
notes that in volunteering to entirely disband its military forces,
the State of Cyprus has expressed a willingness to give up this
most basic attribute of sovereignty in the search for peace.

The committee emphasizes the importance of continuing to press
for a negotiated settlement on Cyprus, and the importance of never
accepting nor becoming comfortable with the status quo. It is criti-
cal that all parties take a new look at the problem of Cyprus and
work in good faith to bring this tragedy to an end.

Cypriot Support for Serbia

The committee is deeply concerned with recent reports from the
Department of State and the Department of Treasury that Cyprus
is the source of financial and material support for Serb aggression
in the former Yugoslavia. These reports indicate that Serbian front
companies operate in Cyprus for the purpose of evading the United
Nations embargo against Serbia. Allegedly, these sanctions viola-
tions are undertaken without resistance of the Cyprus Government.
Because these revelations were made after the foreign aid bill was
reported by the committee, no effort was made to address this issue
in the legislation. However, the committee will consider the State
and Treasury Departments reports prior to floor consideration in
order to determine whether further legislation redress is appro-
priate.

Section 517.—Report on certain activities of the city of Moscow gov-
ernment

The committee is concerned by the actions of some Moscow gov-
ernment officials that are increasingly undermining the effective-
ness of United States assistance programs to Russia. Specifically,
the committee points to repeated reports of Moscow city officials,
under the direction of the mayor and with the full knowledge and
compliance of President Boris Yeltsin, quietly transferring owner-
ship control to itself in several local property projects and joint ven-
tures involving U.S. investors.
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If such activities continue, and disdain for rule of law, private
property rights and investment develops, efforts of United States
policymakers and taxpayers to create a market-based economy in
Russia are doomed to failure. Further, the committee believes that
if the report required under section 517 points to a continuation of
such practices, aid to Russia should be seriously reviewed, and aid
should be reduced in an amount equal to the loss incurred by af-
fected United States joint venture partners.

Section 518.—Statement of policy on Africa

Section 518 makes a number of findings and establishes policy
toward Africa. This section was included to affirm the committee’s
continuing support for Africa in the context of transnational
threats and U.S. national interest.

Given that the population of sub-Saharan Africa represents less
than ten percent of the world’'s population, its importance to Amer-
ican geostrategic or military concerns may not have obvious rel-
evance. The committee believes, however, that long-term develop-
ment assistance to African nations can complement several U.S.
foreign policy goals.

The committee believes that U.S. foreign assistance should sup-
port the activities of organizations that encourage and promote
greater U.S. private sector and commercial involvement in Africa.
The committee recognizes the work of the Corporate Council on Af-
rica and the U.S.-South Africa Business Council, to name two ex-
amples, whose goals are to increase and develop the interaction be-
tween the United States and African private sectors.

The committee notes the testimony from the Corporate Council
on Africa in hearings to explore opportunities for investment in
sub-Saharan Africa. The committee recognizes the U.S.-South Afri-
ca Business Council’'s useful service as U.S. Secretariat for the
Gore-Mbeki Binational Commission on Business Development.

The committee believes that the growth of jobs and new enter-
prises in African countries with sound economic policies and good
governance will form the foundation for Africa’s economic develop-
ment. Fueling growth, new trade and investment in Africa has the
potential to contribute to the material well-being and prosperity of
Africans. The committee believes that profitable U.S. commercial
involvement in Africa can create jobs and build markets on this un-
derdeveloped continent. To this extent, U.S. foreign assistance
agencies should meet regularly with the U.S. private sector and ac-
tively seek their input on strategic development initiatives.

The committee recognizes the importance of public-private part-
nerships in future development activities. The financial, manage-
rial and technological resources that the American private sector
can contribute to economic activities should not be overlooked.

The Agency for International Development, in its fiscal year 1996
congressional presentation document, states clearly the insignifi-
cance of the U.S. export market to Africa. Assuming a growth rate
of 7 percent over the next 30 years, AID expects the total market
of all sub-Saharan Africa countries will only be equal to the size
of the Japanese market today. Specifically, section 518 notes that
Africa has economic potential for U.S. businesses, and with politi-
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cal reforms, may open new, albeit limited, export opportunities for
United States business.

African nations must be willing and able to participate in global
efforts to curb narcotics trafficking, halt weapons proliferation, and
combat the spread of HIV/AIDS and other diseases. Further, Afri-
can nations must commit themselves to democracy, free market
economies and a respect for fundamental human rights. Long-term
development assistance can help achieve these goals, as well as re-
duce the incidence of expensive, catastrophic disasters later.

APPLICABILITY OF TAIWAN RELATIONS ACT

Since the signing of the United States-China Joint Communique
on August 17, 1982, United States military sales to Taiwan have
decreased by $20 million every year. United States law, the Taiwan
Relations Act (Public Law 96-8) specifically, states that the U.S.
Government “will make available to Taiwan such defense articles
and services in such quantity as may be necessary to enable Tai-
wan to maintain a self-defense capability.” The amount of defense
articles and services the U.S. may supply to Taiwan should be gov-
erned first and foremost by the defensive needs of Taiwan, a policy
well-articulated by the Taiwan Relations Act. The committee sup-
ports efforts of United States companies to sell any military equip-
ment deemed necessary to defend Taiwan from threats and reiter-
ates the intent of standing United States law. The President and
the Congress’ determination of Taiwan’s defense needs shall super-
sede any provision of the Joint Communique of the United States
and China of August 17, 1982,

In December 1992, the United States Government approved re-
lease of the Harpoon missile to Taiwan. Since then, Taiwan has
bought approximately 38 ship launched Harpoon missiles. In June
1994, the Taiwan Government began discussions with administra-
tion officials concerning the release of the air launched version of
the Harpoon for the F-16 A/B fighter aircraft. An F-16 aircraft
equipped with Harpoon missiles would give Taiwan the ability to
protect maritime approaches.

The United States Government has a commitment to Taiwan to
ensure its defensive needs are met. Taiwan has a legitimate need
for the air launched version of the Harpoon missile.

Chinese strategic planning and the pace of military moderniza-
tion has undergone a dramatic reversal over the past five years, in
part enabled by the growing economy. Beginning in 1989, the de-
fense budget has increased annually by double-digit percentages.
Estimates of the Chinese People’s Liberation Army (PLA) military
expenditures range from $31 billion to $92 billion for 1995.

Abandoning its focus on land power, China has turned its atten-
tion to its “strategic frontiers,” engaging in the construction and de-
ployment of increasingly sophisticated nuclear and conventional
systems designed to enlarge its strategic horizons and enhance its
power projection capabilities, most notably over the Spratly Islands
in the South China Sea and the Straits of Formosa. To these ends,
portions of the army and navy have been reconstituted into mecha-
nized infantry, airborne, and naval infantry units. Taken together
with the development of an airfield and anchorage on Woody Island
in the Paracels, the forward basing of medium-range strike assets
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on Hainan Island, the development of naval air-to-air refueling ca-
pability, and the acquisition of new classes of destroyers, amphib-
ious assault craft, and resupply ships, provide cause for concern for
Taiwanese military planners and a strong case for the provision of
air-launched Harpoon missiles.

China has taken advantage of the “buyers market” in relatively
sophisticated weapons systems. Beijing has acquired two dozen
MiG-29 Fulcrums, slightly more than that number of Su-27 Flank-
ers, and an assortment of other strike aircraft possibly including
supersonic bombers. Moreover, the PRC produces the MiG-31 Fox-
hound interceptor under license from Russia. Consonant with its
desire to modernize command, control, communications, and intel-
ligence architecture, the country also has indicated interest in ac-
quiring airborne early warning aircraft from Russia and Israel.
Other likely purchases include Kilo diesel submarines, antisub-
marine warfare helicopters, AA-10 air-to-air missiles, and the R—
33E air-to-air missile. In the long-term, China also may be inter-
ested in a 25,000-ton Spanish-designed aircraft carrier.

Given the repeated and closely-spaced nature of PLA amphibious
and airborne exercises conducted in the vicinity of Taiwan since
1993, qualitative improvements in the PRC's offensive capabilities
fairly demand parallel increases in the defensive capabilities of
Taiwanese forces. The need for modernization of Taiwan’'s anti-
shipping capability is rendered all the more acute for four reasons:
(1) as Taiwan approaches its first direct presidential election; (2) as
the U.S. has its own in 1996; (3) because Taiwanese air-defense
forces still rely upon 1950s-vintage F-104's (having not yet taken
delivery of either United States F-16 or French Mirage 2000 fight-
ers); and (4) because a new Chinese leadership may increasingly
feel enabled and emboldened by growing capabilities and increased
options. Further, the Chinese Government continues to refrain
from ruling out the use of force as an option to forcibly “reunify”
China and Taiwan, if necessary. The air-launched Harpoon has
been cleared for release in both Japan and Korea. In fact, no inter-
national customer cleared for the ship launched Harpoon has been
denied the air-launched version.

The committee recommends that the administration favorably re-
view future requests for the sale of the air launched version of the
Harpoon to the Taiwan Air Force.

United States Relations with Bahrain

The committee acknowledges the close political, economic and se-
curity relationship that has existed between the United States and
Bahrain for almost fifty years, based on shared economic and secu-
rity interests in the Arabian Gulf. The same vital interests which
drew the United States into the Gulf War continue today, and Bah-
rain stands out among our allies and friends in the region for its
cooperation and continued commitment to the security and stability
of the region.

The committee believes it is in the interests of the United States
to encourage the Gulf states to provide for their own security as a
first line of defense against aggression by others. The committee
also recognizes, however, that unlike the other GCC states, Bah-
rain is not an oil-rich country. Its limited resources have been dedi-
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cated to improving the economic and social conditions of the coun-
try, with a lesser priority to a small but effective defense force
whose needs have been met almost entirely through national funds.

In addition to an expansion of its traditional support for the
United States Navy, Bahrain today permits the prepositioning of
strategic defense material and grants access to its bases for United
States Forces during periods of crisis. In these times of diminishing
security assistance funding, the Committee encourages the admin-
istration to examine other, cost-efficient ways to recognize Bah-
rain’s many contributions to our mutual interests and enhance
Bahrain’'s defense posture. The committee recognizes that by con-
tributing to the self-defense of Bahrain, it also provides a protective
umbrella for United States Forces stationed in that nation. At the
same time, United States support to Bahrain’s defense forces sends
a clear signal of continued United States commitment to the secu-
rity and stability of the region.

Malaysian treatment of migrant Viethnamese

The committee notes with approval the actions taken by the Gov-
ernment of Malaysia in recent years to deal in a responsible and
humane manner with migrant Vietnamese. There no longer ap-
pears to be a substantive basis for congressional concern of the
type expressed in the past regarding Malaysian policy on this sub-
ject.

TITLE VI—INTERNATIONAL ORGANIZATIONS AND
PROGRAMS

International Development Association

The Foreign Aid Reduction Act of 1995 does not authorize the
Clinton administration’s request of $1.37 billion for the Inter-
national Development Association (IDA). Including request would
have authorized the final year of the IDA-10 agreement.

IDA is the World Bank’s facility that extends low interest loans
and technical advice to the world’s poorest countries. IDA provides
interests free loans at 40 year terms. Following a 10-year grace pe-
riod (in which no principal is repaid recipients must repay 2 per-
cent of the credit for 10 years and 4 percent for the remaining 20
years. Nations are required to pay a 0.75 percent service cost over
the life of the credit. Despite an ever-increasing IDA budget, sup-
porters of IDA defend the expenditures by asserting the necessity
of these funds to avert civil unrest, refugees and food shortages in
the poorest nations. The record shows that this is simply not the
case.

The committee notes that during the period of 1989 to 1993, IDA
provided Somalia $143.6 million and Rwanda $287.1 million. Cer-
tainly IDA funds did not prevent civil war in these countries. Fur-
ther, the committee notes that some of the larger recipients of IDA
concessional loans are China, which received $4.1 billion, and
India, which received $5.2 billion, from 1989 to 1993. China’s gross
domestic product was estimated to be $2.61 trillion in 1993 and In-
dia’s was estimated to be $1.17 trillion in 1994. To put these fig-
ures into perspective, compare these GDP’'s to that of France,
which estimated $1.05 trillion in 1993. The Committee is highly
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skeptical of these countries’ qualification as the “poorest countries”
in need of concessional loans at the expense of the U.S. taxpayer.

The committee recognizes that ineffective programs that do not
advance the national interests of the United States must be the
first to be eliminated in an effort to balance the budget by the year
2002. The Committee, therefore, did not authorize funding of IDA.

Enhanced structural adjustment facility

The Enhanced Structural Adjustment Facility (ESAF) was estab-
lished by the International Monetary Fund (IMF) in December
1987, its stated purpose being to support especially vigorous struc-
tural adjustment programs in poor countries. ESAF was enlarged
and extended in December 1993. Financial support under the
ESAF is on concessional terms—an interest rate of 0.5 percent to
be repaid beginning after 5%2-years and ending 10 years after dis-
bursement.

This bill does not fund the Clinton administration request of $25
million for ESAF. The committee notes that although the IMF calls
the first ESAF a “valuable tool” in assisting the economic perform-
ance of low-income countries, its own statistics on these countries
belie these assertions. For example, three of the countries touted
by IMF as making progress toward external viability—Bangladesh,
Ghana, and Togo—showed a decrease in Real GDP growth after re-
ceiving SAF and ESAF assistance. Further, the committee notes
that among countries which have received assistance under ESAF
are war-torn countries such as Rwanda, Somalia, Liberia and Haiti
whose economies and infrastructure are in total disarray. No
amount of money will assist a country divided by civil war to im-
prove its economy. Additionally, countries such as Cameroon, cited
in an April 1995 GAO report about the African Development Bank,
are uncreditworthy borrowers that required aid packages in order
to pay loan arrears, and are not appropriate recipients of further
debt.

At a time when the United States is faced with severe budget re-
strictions and lacks the resources to grant foreign assistance when
national interests are not at stake, funding for ESAF is clearly not
possible.

Section 601.—Voluntary contributions; United Nations Children’s
Fund

Section 601 authorizes [$180,000,000] for fiscal years 1996 and
[$180,000,000] for 1997 for voluntary contributions to international
organizations to remain available until expended. This section sets
a floor of $103,000,000 to be appropriated only for the United Na-
tions Children’s Fund (UNICEF) for fiscal years 1996 and 1997.

The committee is deeply concerned with the recent discovery of
actions by 24 staff members in the Kenya UNICEF office to de-
fraud that organization of resources amounting to $8 — $9 million
(of which more than $1 was identified as personal fraud by staff
members). A January 1995 audit of 1993-94 transactions by the
Kenya country office identified inadequate management oversight
coupled with poor staff integrity as significant factors in the break-
down. The Committee urges the United States to petition the Unit-
ed Nations Inspector General's Office to investigate this theft fully,
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particularly the source of the breakdown of management and the
potential for similar mismanagement in other U.N. organizations.

The committee supports the efforts of UNICEF to improve the
plight of children around the globe. The committee will not support
the notion, however, that the U.N. Convention on the Rights of the
Child is the appropriate or effective means to improve the plight
of children. The Committee fears that creating yet another set of
unenforceable international standards will further dilute respect
for international human rights norms.

The committee notes the overlap of projects in many of the U.N.
organizations, including voluntary programs, funded under section
601 of this Act. For example, U.N. programs comprise numerous
environmental organizations such as the United Nations Environ-
mental Program (UNEP), the Environmental Fund of UNEP, Re-
lated Activities of UNEP, the Montreal Protocol Multilateral Fund,
the International Union for Conservation of Nature, the Ramsar
Convention on Wetlands, the Intergovernmental Negotiating Com-
mittee, the U.N. Framework Convention on Climate Change, the
World Heritage Fund, and the World Meteorological Organization/
Special Fund for Climate Change. Such redundancy compels the
Committee to reemphasize the importance of reform and consolida-
tion of U.N. organizations as stated in section 1501 of S. 908, the
Foreign Relations Revitalization Act of 1995, and its accompanying
report. Eliminating the overlap by reducing the U.N. bureaucracy
to two organizations, one to be a unified agency for technical co-
operation for development and the other to be an emergency re-
sponse mechanism, would reduce costs.

The committee notes the proliferation of multilateral environ-
mental treaties and organizations. Although the committee recog-
nizes that conserving the global environment is in the long term in-
terests of the United States, it does not accept that developed coun-
tries, and their industry, must disproportionately bear the burden
of preserving environmental interests.

The committee notes the outcome of the First Conference of Par-
ties at the U.N. Convention on Climate Change, including the Unit-
ed States, met in Berlin, Germany in March, 1995, and committed
industrialized nations to reducing greenhouse gas emissions, while
exempting developing nations from similar obligations. This “Berlin
mandate” imposes further regulatory burdens on U.S. businesses
beyond the year 2000 while leaving industry in developing nations
free to engage in production without the imposition of similar regu-
lations. These unequal obligations effectively subsidize goods pro-
duced in developing nations and, ironically, encourage those coun-
tries to base future growth on less costly and higher polluting in-
dustry. The premise of this mandate runs counter to supposed
goals of environmental protection.

This mandate is not based on any econometrics model and en-
courages the worst of all systems. In the end, this policy, unwisely
agreed to by the United States, will encourage the transfer of in-
dustry from the United States to developing countries, costing the
U.S. jobs and the bulk of the responsibility for decreasing world-
wide pollutants. The Committee urges the Administration to reject
the notion that environmental conservation can be achieved by
placing the burdens exclusively on industrialized nations and fail-
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ing to provide incentives for developing nations to meet the same
high regulatory standards.

Section 602.—United Nations Fund for Population Activities

Section 602 authorizes up to $35 million for the United Nations
Fund for Population Activities (UNFPA) for fiscal years 1996 and
1997 from part | of the Foreign Assistance Act of 1961. None of the
funds made available shall be made available for activities in
China. This sum shall not be made available unless UNFPA main-
tains U.S. funds in a separate account and does not commingle
U.S. funds with other UNFPA funds. The Secretary of State shall
report to Congress annually regarding the amount of UNFPA funds
that will be used in China. If this report indicates that the amount
of funds UNFPA will use for activities in China exceeds $7,000,000,
then the amount of funds made available for obligation for the re-
mainder of the fiscal year shall be reduced by $7,000,000.

The committee is fully aware that, under China’s “one-child-per-
family” population control program, women are forced to undergo
an abortion or sterilization procedure if they already have one
child. The committee also notes that on August 6, 1993, AID Ad-
ministrator, Brian Atwood, sent the Chairman of the House For-
eign Operations Appropriations Subcommittee a letter stating, “if
there are not significant improvements in China’s population pro-
gram, the United States will not support continued UNFPA assist-
ance to China beyond 1995 when the current program ends.” The
committee also notes that UNFPA has no intention of ending its
association with China’s population control program. The commit-
tee urges the Administration to use its voice and financial leverage
to force UNFPA to terminate its association with China’s grotesque
population control program.

Section 603.—Withholding of U.S. Proportionate Share for Pro-
grams of International Organizations

Section 603 prohibits funds for the United States proportionate
share of international organization programs or projects in Cuba,
Iran, Libya, Irag, North Korea, Sudan, and Syria. Withheld funds
would be returned to the U.S. Treasury. The President would be
required to review and report to Congress on the amounts of funds
expended by international organizations for programs and projects
in said countries and the amount the U.S. contributes to such orga-
nizations.

Section 603(b) requires that unused funds be returned to the
Treasury. Current law allows these funds to be reprogrammed for
other foreign aid spending. The committee expects these receipts
returned to the Treasury to be used for the purpose of deficit reduc-
tion.

Section 604.—Reports on Voluntary Contributions to International
Organizations by all U.S. Government Agencies

Section 604 amends reporting requirements on voluntary con-
tributions to include a justification of the manner in which U.S.
contributions to international organizations benefit U.S. national
security or other national interests and the anticipated total con-
tribution by the United States for the duration of the program.
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The committee questions the impact of many of the programs on
the national security of the United States. In times of tight budget
constraints, every foreign aid program—especially multilateral pro-
grams—must be scrutinized closely to determine if the program
truly benefits Americans.

Section 605.—Restrictions on funding for U.N. Development Pro-
gram

This section would prohibit funds made available for the U.N.
Development Program (UNDP) for programs and activities in or for
Burma. This section would also prohibit disbursement of all funds
for UNDP until the President certifies to Congress that UNDP has
terminated its activities in and for Burma. Section 605(a) withholds
20 percent of the United States funding for the U.N. Development
Program in fiscal year 1996, unless or until the President certifies
to Congress that UNDP has terminated its activities in Burma.
The funds are authorized to be made available if the President
makes the certification. Section 605(b) withholds, from the fiscal
year 1996 United States contribution to UNDP, the amount of
funds UNDP made available to fund activities in Burma in fiscal
year 1996, unless the President makes a certification under sub-
section (a) that UNDP terminated its activities in Burma in fiscal
year 1996.

Section 431(b) of the Foreign Relations Authorization Act for fis-
cal years 1994 and 1995 (P.L. 103-236), the authorization act ap-
proved by the House and Senate last year and signed into law by
the President, relates to UNDP activities in Burma. The provision,
agreed upon by the House-Senate Conference Committee and then
both Houses of Congress respectively, allowed $27.6 million in
funding for UNDP to be made available only if the President cer-
tified that: (1) UNDP has initiated no new programs and no new
funding for existing programs in or for Burma since the United Na-
tions Development Program Governing Council meeting of June
1993; (2) (UNDP programs in Burma) address unforeseen urgent
humanitarian concerns, or; (3) a democratically elected government
in Burma has agreed to such programs.” The Conference Commit-
tee’s intent was to ensure that no new UNDP programs were initi-
ated in Burma once the $18 million in programs approved at the
1993 meeting of UNDP’s Governing Council had run their course.
It is anticipated these programs will have been undertaken before
the end of this year.

The administration interpreted the provision in a manner con-
sistent with the legislative intent to permit funding of projects that
had already been initiated. Thus, the President was able to certify
to the committee on February 15, 1995, that UNDP had “approved
or initiated no new programs and no new funding for existing pro-
grams in or for Burma” since the 1993 meeting. The committee dis-
agrees with the administration’s interpretation of the provision and
adds this section to clarify the committee’s interpretation.

The duly elected representatives of the people of Burma, known
as the National Coalition Government of the Union of Burma
(NCGUB), do not support or agree with any UNDP program in
Burma. The greatest obstacle to any aid program in Burma is the
Burmese military regime’s control over all humanitarian projects.
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Though the representatives recognize the need for humanitarian
aid to reach the Burmese people, they also recognize that agencies
operating through and under the auspices of the State Law and
Order Restoration Council (SLORC) credit the regime and add to
its standing in the international community.

Current United States policy towards Burma is one that calls for
increasing marginalization of the regime, until there is further
progress on human rights and towards democracy. In recent
months, the regime has refused to release a Nobel Laureate Aung
San Suu Kyi from house arrest, as it had promised, and has sup-
ported the attack and overthrow of the largest democratic strong-
hold in the country. In light of these events, among others, the
committee remains committed to U.S. policy and notes that this
provision is both consistent and supportive of that policy. This sec-
tion arises out of a debate over a section in the Foreign Relations
Authorization Act for fiscal years 1994 and 1995.

Section 606.—Replenishment of the Asian Development Bank

Section 606 authorizes full U.S. participation in the fourth re-
plenishment of the Asian Development Bank, including a contribu-
tion of $13.3 million for each of fiscal years 1996 and 1997. The
committee notes that the United States succeeded in negotiating
the lowest ever annual payments for the United States subscrip-
tion, while maintaining its position in the Bank relative to Japan.

The committee believes the Asian Development Bank can be a
cost-effective institution that can serve U.S. economic and foreign
policy interests. The committee supports the effective efforts of the
U.S. executive director of the bank to assist U.S. businesses in ob-
taining contracts for ADB projects. In the past, modest U.S. con-
tributions to the Asian Development Bank have been leveraged to
help provide over $4 billion in loans to cofinance development
projects throughout Asia. The Bank has helped to spur the rapidly
growing economies of Asia, contributing to growth and development
in industry, agriculture, energy, transport, and communications,
and has helped to create hundreds of millions of dollars in returns
to the United States. U.S. firms bid for bank contracts financed by
the entire pool of donor funding, and the result is thousands of
American jobs. The committee believes that continued modest U.S.
contributions to the Asian Development Bank will bring benefits to
Asians and Americans alike.

Section 607.—Republic of China (Taiwan’s) participation in the
United Nations

The committee passed Senate Concurrent Resolution 3 regarding
Taiwan'’s participation in the United Nations earlier this year. Dur-
ing committee consideration of the Foreign Assistance Act, the com-
mittee adopted this resolution in slightly altered form. Section 607
expresses the sense of the Congress that the U.S. Government
should immediately encourage the United Nations to take action by
considering the unique situation of Taiwan in the international
community and adopting a comprehensive solution to accommodate
Taiwan in the United Nations and its related agencies. The com-
mittee approved by voice vote this provision, highlighting again the
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importance the committee attaches to the United States relation-
ship to Taiwan.

The fact that Taiwan is not currently a member of the United
Nations and does not have its own seat there are subjects of signifi-
cant concern to the Committee. The objections of those opposed to
Taiwan’s admission to the United Nations appear to disregard the
precedent established by East and West Germany, North and
South Vietnam, and North and South Korea, all of which have oc-
cupied (or continue to occupy) two seats in the United Nations
prior to reunification.

Section 608.—Republic of China (Taiwan’s) participation in the
World Trade Organization.

Section 608 supports severing the link between Taiwan's and
China’s accession to membership in the World Trade Organization,
citing the fact that Taiwan’s economy is advanced enough to allow
it immediate accession. The committee agrees that China's acces-
sion should be based on “sound commercial principles” and the
United States should continue to adhere to this policy until the
Chinese economy is sufficiently advanced. In the meantime, Tai-
wan should be accepted for membership.

The purpose of the General Agreement on Tariffs and Trade
(GATT) and the World Trade Organization (WTO) is to enable
member nations to conduct trade based upon free market prin-
ciples, by limiting government intervention in the form of state
subsidies, by limiting non-tariff barriers, and by encouraging recip-
rocal reductions in tariffs among members. Although China insists
that Taiwan’s membership in the GATT or the WTO be granted
only after China becomes a full member of the GATT or the WTO,
the committee notes that Taiwan has a free market economy, is the
currently the world’s 14th largest trading nation, the world’'s 20th
largest GNP, has the world’'s second largest foreign exchange re-
serves and is the world’s 7th largest outbound investor.

China, on the other hand, retains an intricate system of tariff
and non-tariff administrative controls that significantly restrict
free market competition and incompatible with GATT and WTO
principles. Therefore, on a vote of 17 to 0, the Committee adopted
this section which expresses the sense of the Congress that Tai-
wan’'s application for membership in the GATT and the WTO
should be separated from China's and the United States should
support Taiwan’s earliest membership in both organizations. The
section also states that the United States should support the mem-
bership of China in the GATT and the WTO only after a sound
commercial agreement is reached between the United States and
China and that China’s application should be reviewed strictly in
accordance with the rules, guidelines, principles, precedents and
practices of the GATT and WTO.

United Nations Voluntary Fund for Victims of Torture

The United Nations voluntary Fund for Victims of Torture pro-
vides modest financial grants to treatment programs for victims of
torture. These programs provide medical and psychological services
to victims both in countries of refuge and in the victim’s country
of origin. Programs exist in California, Illinois, Minnesota, and
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New York. Most U.S. programs receive or are applying for assist-
ance from the voluntary fund.

In 1994, the voluntary fund had $3.7 million to assist 106 pro-
grams in 60 countries. According to estimates by the Rehabilitation
and Research Centre for Torture Victims in Copenhagen, Denmark,
the fund is able to assist only a fraction of the actual worldwide
need for treatment services. Moreover, the number of treatment
programs worldwide is expected to double from 125 in 1994 to
about 265 in 1997, and the financial need will increase to over $90
million in 1997.

Therefore, the committee recommends that the administration
maintain the U.S. contribution to the voluntary fund in fiscal year
1996 and fiscal year 1997 at its current level of $1.5 million. The
committee also urges the Department of State to undertake active
diplomatic activity to encourage other governments to increase
their own contributions.

TITLE VII—SPECIAL AUTHORITIES AND GENERAL
PROVISIONS

CHAPTER 1—REPORTING REQUIREMENTS

Section 701. Annual allocation reports

Section 701 amends notification requirements for continuing ap-
propriations to make them applicable only to appropriations made
for a period of 90 days or more.

Section 702.—Report on expropriation of United States property

Section 702 requires the President to report at the beginning of
each fiscal year: (1) countries in which a U.S. person has an out-
standing expropriation claim; (2) the total number of claims in each
country; (3) the period of time Iin which each such claim has been
outstanding; (4) the status of each case and efforts made by the
United States and the foreign government; and (5) each project at
the multilateral banks the United States has voted against pursu-
ant to section 722 of this act, prohibiting assistance to countries
that expropriate property of a U.S. person.

CHAPTER 2—GENERAL PROVISIONS

Section 711.—National interest, economic freedom, and graduation
requirements

Section 711 ensures that U.S. assistance policy include U.S. na-
tional interest, conditions supportive of economic growth, and
progress toward graduation.

Section 711(b) requires the President to include in annual con-
gressional presentation documents information regarding how U.S.
bilateral assistance benefits American national interests, what
steps recipient nations are taking to limit the size of their public
sectors and to encourage private growth, and how that aid assists
developing nations become self-sufficient.

The United States has provided more than $450,000,000,000 in
economic, military and development aid during the past five dec-
ades. While a portion of this assistance clearly has been provided
for U.S. national security interests, more than $225 billion
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[CHECK] has been provided in the form of development aid. The
committee is concerned that many individual development projects
carried out by AID do not directly benefit U.S. national interests.
American taxpayers should know how their money is being spent
overseas and how that assistance directly benefits their interests.

Section 711(b)(2) requires the administration to provide informa-
tion regarding conditions which support economic growth. It is a
recognition of the potentially destructive impact of development aid
which has led the committee to require that the President report
on efforts taken by recipient countries to limit the size of their
state sector. As countries doing so are the candidates for economic
growth, the committee expects that these will be the countries
upon which scarce development resources are focused. The congres-
sional presentation should alert Congress to situations in which de-
velopment aid focused this way is having a counterproductive affect
on free market transitions. The committee recognizes that AID cur-
rently uses a variety of criteria to allocate development aid among
countries, including a country’s “need” as determined by health and
social indicators, and its commitment to policies that are judged to
be protective of the environment. It is essential in the current era
of constricting foreign aid budgets that development aid be focused
to the greatest extent possible on those countries which are com-
mitted to economic freedom, as free market economies are the best
means for countries to address social needs. No amount of develop-
ment aid will satisfy the needs of peoples living in a country with
repressive, anti-growth economic policies. These needs can be satis-
fied only through self-generated economic growth.

Similarly, countries with statist economic policies in place will
experience environmental degradation, as was evidenced through-
out the former East Bloc, regardless of the amount of development
aid they receive for the purpose of addressing environmental prob-
lems. Many other nations which have been recipients of U.S. bilat-
eral and multilateral aid for decades, and which have refused to
transform statist economic policies, find themselves worse off eco-
nomically than when external aid began.

The task of compiling the technical information required to docu-
ment efforts taken by countries receiving United States bilateral
assistance to limit the size of their state sector in the requested
manner is well within the capabilities of the State Department.
The committee notes a 1995 Agency for International Development
cable sent to Washington from Managua which addresses the cri-
teria used to assess conditions supportive of economic growth/eco-
nomic freedom reported in The Heritage Foundation’s 1995 Index
of Economic Freedom. Many of the factors for conditions supportive
of economic growth to be included in the congressional presentation
are already assessed in a systematic manner by the Agency for
International Development, including trade barriers, the protection
of private property and regulation.

By including the requested information in the congressional pres-
entation, the public will be provided with this valuable information
in an easily accessible format. This information will prove useful to
many Americans, including businesses and investors who are con-
tinually assessing economic conditions abroad.
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The information presented to Congress should be gquantitative
and allow for comparisons amongst recipients of U.S. development
aid. The system of comparison amongst recipient countries should
be biased towards those countries with the greatest degree of eco-
nomic freedom—i.e., those countries with the fewest wage and price
controls, the lowest tariff levels, the greatest protection of private
property, etc. should fare best, or be “ranked” highest, in this com-
parison. Development aid for too long has been justified in congres-
sional presentations merely with rhetoric; the committee expects
future congressional presentations to provide rigorous and quan-
titative assessments demonstrating how development aid is foster-
ing the conditions supportive of economic freedom and growth and
which lead ultimately to graduation from U.S. foreign aid. This in-
formation, compiled over time, should allow for judgments to be
made whether development aid is making an actual difference in
aiding countries to gain economic self-sufficiency.

Section 711(b)(3) requires the administration to provide detailed
information regarding the amount of military, development, and
economic assistance provided to other nations and the number of
years that these nations have received aid. The committee is aware
that the Executive Branch already compiles much of this informa-
tion and that it should be relatively simple to combine this infor-
mation in congressional budget submission documents.

Many nations have been the beneficiaries of U.S. foreign aid for
50 years. Some nations, primarily in Africa, have been dependent
on American aid since gaining their independence. Earlier in this
report, a chart showing the nations which have received U.S. for-
eign aid for more than 35 years is provided to illustrate the large
number of nations which have not graduated from U.S. aid. Too
often, it appears that development is not a means to an end, but
is simply viewed as an entitlement. In some cases, U.S. aid has
taken the form of direct cash transfers to foreign nations, which in
turn simply apply this money to that nations’ general budget. This
must cease for two reasons: the United States is facing its greatest
fiscal crisis of its 200 year history and dependence on development
aid has stifled economic growth in the Third World.

AID recently announced that it intended to close a number of
overseas missions. Supporters of foreign assistance have argued
that these closures show that many countries are graduating from
U.S. foreign aid. But upon closer inspection it is clear that AID has
chosen to leave many of these nations not because they are now
economically independent, but because, in AID’s terminology these
nations have not proven to be good “development partners”. Also,
simply closing an AID post does not mean a nation will not con-
tinue to receive AID funding. Ongoing projects in many of these na-
tions will take years to complete and in other instances, regionally
funded projects will simply replace country projects.

Section 712.—Termination of assistance

Section 712 rewrites section 617 of the Foreign Assistance Act to
update authorities to spend funds and provide the option to assume
obligations of terminated programs. This section would leave avail-
able funds under the Foreign Assistance Act to carry out any pro-
gram, project or activity for obligations 8 months after such assist-
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ance has been terminated in order to wind up such program,
project or activity. Once obligated, such funds would remain avail-
able until expended. This section would make funds obligated prior
to termination of assistance available to meet the expenditures of
winding up programs, projects, and activities.

The President would be authorized to adopt as a contract or
other obligation any contract made with a U.S. or third-country
contractor to carry out any program, project, or activity of assist-
ance under the Foreign Assistance Act that was subsequently ter-
minated. Provisions of this or any other Act requiring the termi-
nation of assistance would not require the termination of guarantee
commitments entered into before the termination of assistance.

Section 713.—Prohibition on assistance to foreign governments en-
gaged in espionage against the United States

Section 713 prohibits assistance, other than humanitarian assist-
ance or assistance for refugees, to any government which the Presi-
dent determines is engaged in intelligence activities within the
United States harmful to the national security of the United
States. Section 713 requires the President to provide to Congress
a report, in classified and unclassified forms, listing all foreign gov-
ernments which he determines are engaged in espionage in the
United States. The committee is aware that the executive branch
already compiles and provides to Congress much of this informa-
tion pursuant to section 601 of the Intelligence Authorization Act
for fiscal year 1985. (Public Law 98-618).

Section 714.—Foreign state support for acts of international terror-
ism

Section 714 amends section 620A (relating to designation and
sanction of state sponsors of terrorism) of the Foreign Assistance
Act. Section 714(1) adds the word “and” at the end of subsection
(©)(1)(B), making clear that all three requirements for rescission of
a terrorism determination must be met. Section 714(2) changes
from 6 months to 1 year the period of time in which a nation must
be determined to have abandoned its sponsorship of international
terrorism before rescission. Section 714(3) amends the waiver pro-
vision of this section to allow the President to provide assistance
only to “the people” (as opposed to “the government”) of a nation
designated as a state sponsor of terrorism. Section 714(4) requires
a “vital national security” designation (versus simple “national se-
curity”) for the President to use his waiver authority. Section
714(5) conforms the remainder of the provision to the previous sub-
section. Section 714(6) adds a new subsection to section 620A which
clearly defines the concept of “support for acts of international ter-
rorism” and “provided any support for international terrorism” to
include assistance, support, planning or execution of an act of ter-
rorism, as well as provision of safe haven, training, refuge, or any
other assistance to a terror group.

The committee finds that the lack of definitions in current law,
as well as the broadness of the waiver provisions, provide too great
a loophole through which a Secretary of State or President might
rescind a designation of state support for terrorism. It has become
clear that the view of many nations so designated is that the des-
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ignation is a mere political device which can be ignored when po-
litically expedient. The seven nations currently designated as state
sponsors of terror have directly and indirectly supported the mur-
der of innocent civilians in the last year. Such nations do not de-
serve any form of assistance from the United States.

The committee commends President Clinton for his recent execu-
tive order effecting a unilateral U.S. embargo of Iran. The commit-
tee believes that terrorism constitutes one of the greatest threats
to U.S. national security in the post cold war era, and that such
embargoes would be in place for all state sponsors of terrorism. The
President and the Congress should consider the propriety of mov-
ing in such a direction. The committee further believes that nations
such as Syria, notwithstanding its participation in the Middle East
peace process, must demonstrably renounce terrorism and cease
training, support and providing safe haven to terrorist groups prior
to any possible consideration of an improvement in U.S. relations.

Section 715.—Restriction on assistance to nuclear proliferators

Section 715 prohibits the sale, transfer or license of military
equipment or foreign aid to any non-nuclear weapon state found by
the President to be diverting unsafeguarded special nuclear mate-
rial from a civilian to a military use. It gives the President author-
ity to waive the prohibition for 180 days if termination of such as-
sistance would seriously prejudice U.S. non-proliferation objectives
or jeopardize the common defense and security.

Section 716.—Prohibition on foreign assistance to foreign govern-
ments not implementing extradition treaties

Section 716(a) prohibits foreign assistance to the government of
a country that is not effectively implementing a treaty with the
United States to extradite individuals charged with or who have
committed a felony.

Section 716(b) defines a “felony offense” as an offense punishable
by death or imprisonment for a term exceeding 1 year. “Foreign as-
sistance” for purposes of section 716 means any projects, programs,
and activities funded under the functional budget category 150 re-
lating to international affairs.

The committee is concerned about the increasing number of cases
in which foreign nationals commit crimes in the United States and
escape justice by fleeing to their home country which either does
not allow for extradition back to the United States or fails to imple-
ment an existing extradition treaty. These cases exist in a number
of U.S. jurisdictions, including California, Texas, Florida, Virginia,
and the District of Columbia. For example, in the metropolitan
Washington, D.C., area, the committee is aware of nine cases pend-
ing against citizens of El Salvador, including one individual wanted
in connection with the death of a retired D.C. police officer.

In many cases, these same nations, despite well-intentioned gov-
ernments, lack effective judicial systems that would ensure some
degree of justice for victims and punishment commensurate with
the crime for the alleged perpetrator.

The committee has a difficult time understanding why U.S. for-
eign assistance should be provided to nations that effectively allow
their nationals to escape justice by not implementing existing ex-
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tradition treaties. The provision of foreign assistance to a nation
serves a number of U.S. national interests. One of these interests
should be to seek justice for American citizens who have been vic-
timized by foreign nationals. To the extent that foreign assistance
provides a useful instrument to achieve that objective, it should be
used. If a nation, in effect, harbors fugitives, then it should not be
the recipient of U.S. foreign assistance.

Section 717.—Impact on jobs in the United States

Section 717 carries current appropriations law restricting the use
of aid funds to assist U.S. business enterprises to move from the
United States or to support zones, such as foreign free trade zones,
failing to meet certain minimum labor standards.

Section 718.—Nonapplicability of cargo preference requirements

Section 718 eliminates the application of cargo preference re-
quirements, one of the most expensive and inefficient Federal sub-
sidy programs, to food assistance. Current law requires that 75
percent of U.S. food aid be shipped on U.S. flag ships whether or
not these are the least-cost carriers.

The average cost for cargo preference requirements is twice the
cost on the international market, adding up to an OMB-calculated
additional cost of $126 million in transportation costs in fiscal year
1996.

The cargo preference requirement for food assistance has not ad-
vanced the program’s original objective of maintaining U.S. flag
ships as a naval auxiliary in time of war. The Defense Department
has stated in a GAO report that “the preferred method of trans-
porting food cargo is by bulk carrier. The Department of Defense
does not rely on these bulk ships because they have negligible mili-
tary utility.” (GAO/GGD 94-215, p. 104) In fact, the Defense De-
partment believes that the elimination of cargo preference for food
assistance would not significantly impact readiness. (GAO, p. 31)

Operation Desert Shield/Desert Storm demonstrated the accuracy
of this statement. According to the Defense Department, none of
the ships who have benefitted from the cargo preference program
participated in the Gulf war mobilization or supply efforts because
they were not the most appropriate type of ship to transport equip-
ment and supplies. (GAO, p.32)

In addition, the GAO found that cargo preference requirements
for food aid do not contribute to ensuring that U.S. flag ships carry
a substantial portion of either U.S. domestic or foreign waterborne
commerce, since food aid cargo preference accounts for less than 1
percent of waterborne foreign commerce.

Most importantly, cargo preference requirements adversely affect
U.S. food assistance programs. For example, Sri Lanka received
$58.9 million to purchase and transport wheat, yet 35 percent
($20.6 million) was spent on transportation of which 52 percent
was spent to pay above-market-rates for U.S. shipping. Cargo pref-
erence requirements can also cause the purchase of a commodity
at a higher price, or the purchase of a different variety of commod-
ity than originally planned, since cargo preference requirements
cause the availability of U.S. ships to be the deciding factor rather
than the availability of the commodity.
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In a 1992 wheat purchase by Tunisia, the four lowest offers spec-
ified loading facilities in ports on the Columbia river and in Stock-
ton, CA. Since no U.S. flag ships offered to transport wheat from
these ports, Tunisia was unable to take advantage of these low
prices and was eventually forced to purchase wheat offered in the
Gulf of Mexico at the seventh and eighth lowest price (GAO, p.53).

In May 1993, the United States agreed to extend $700 million of
U.S. food assistance to Russia. Of this $700 million, $200 million
was set aside for the cost of transporting the food aid, 75 percent
of which was required to be shipped pursuant to U.S. cargo pref-
erence requirements. Consequently, carriers submitted bids that
were more than 300 percent above world market rates, driving the
cost of shipping the grain higher than the cost of the grain itself.

After a lengthy debate and a vote of 9 to 9, the committee chose
to retain language in the bill prohibiting the application of cargo
preference requirements to the delivery of food assistance.

Section 719.—Prohibition on foreign assistance to foreign govern-
ments employing mercenary forces

The committee is concerned by the emergence of private merce-
nary forces for hire, particularly in Africa. One such “company”
named “Executive Outcomes,” was highly effective on the side of
the government in the war-torn country of Angola, and its success
there has led to interest from a number of other African countries
at civil war.

The committee views the use of mercenaries as a proliferation
issue. The presence of an entity which has a strong financial incen-
tive for continued warfare is certainly not helpful to conflict resolu-
tion efforts. Furthermore, any country which can afford to pay mer-
cenary forces to participate in its wars should not be a fully-funded
recipient of U.S. bilateral assistance. The committee seeks to dis-
courage the use of mercenaries by any party to a conflict.

The definition of mercenaries is taken verbatim from the 1977
Protocol Additional to the Geneva Convention because it is a fairly
restrictive definition that was deemed acceptable by many nations.

Section 720.—Transportation expenses for delivery of humanitarian
assistance

Section 720 provides the President the authority to transport
U.S.-origin privately donated humanitarian assistance to the Newly
Independent States (NIS), the Baltic States and newly independent
States of the former Yugoslavia, excluding Serbia.

This section authorizes such sums as may be necessary to carry
out the provision. Similar authority has been utilized in the past
to transport humanitarian assistance valued at more than $1.2 bil-
lion to the NIS, using less than $200 million in appropriated funds.
It has provided logistics support and transportation costs on behalf
of U.S.-based private organizations donating food, medical equip-
ment, and clothing to organizations, hospitals, orphanages and
other recipients in the NIS.

This provision builds upon legislation originally authorized in the
1992 Comprehensive Threat Reduction Act that was applicable
solely to the NIS. Since then, additional funds have been made
available in various pieces of legislation to continue this program.
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Section 720 would permit the program to be extended to Eastern
Europe as a pilot program. If successful in Eastern Europe, the
committee believes it should be considered in the future for other
areas of the world.

The committee believes that, in approving section 720, it is re-
sponding to the basic humanitarian impulses of the American peo-
ple and the private sector to provide humanitarian assistance to
countries in need, and is doing so in a very cost-effective way. The
committee sees this program as one way to maintain our overseas
humanitarian commitments as we reduce the size of the Federal
budget and foreign assistance funding.

Section 721.—Prohibition on assistance to countries blocking or re-
stricting humanitarian aid corridors

Section 721 prohibits the provision of U.S.-assistance to any
country that blocks the delivery of U.S. humanitarian assistance.
Subsection (a) presents Congressional findings on the problem of
U.S. aid recipients blocking the provision of U.S. humanitarian as-
sistance. Subsection (b) prohibits the provision of U.S.-assistance to
any country that restricts the delivery of U.S. humanitarian assist-
ance; allows the President to waive this prohibition if he deter-
mines and notifies Congress that it is in the national interest of the
United States to do so; and allows for a resumption of assistance
once the President certifies to Congress that the country has
stopped restricting the delivery of U.S. humanitarian assistance.
Subsection (c) requires the President to submit an annual report to
Congress describing any actions by a government that receives U.S.
foreign assistance to restrict the delivery of U.S. humanitarian as-
sistance.

This section is substantially similar to S. 230, the Humanitarian
Aid Corridor Act, which was introduced on a bipartisan basis early
in the 104th Congress. In adopting this provision, the committee
states its belief, as a mater of principle, that countries must not
interfere with the delivery of U.S. humanitarian assistance. When
the United States provides food, medicine, and clothing to civilian
populations, in response to war or natural disaster, there is no jus-
tification for a country to block this assistance, especially when
that country is itself a recipient of U.S.-assistance.

CHAPTER 3—REPEALS

Section 731.—Repeal of obsolete provisions

Section 731 repeals the following list of administration-approved,
bipartisan repeals of provisions previously proposed for repeal: (8)
The Special Foreign Assistance Act of 1986, except sections 1 and
204; (10) The International Security and Development Cooperation
Act of 1985, except sections 1, 131, 132, 504, 505, part B of title
V (other than sections 558 and 559), 1302, 1303, and 1304; (11) The
Jordan Supplemental Economic Assistance Authorization Act of
1985; (12) The African Famine Relief and Recovery Act of 1985;
(13) The International Security and Development Assistance Au-
thorization Act of 1983; (14) The Lebanon Emergency Assistance
Act of 1983; (15) The International Security and Development Co-
operation Act of 1981, except sections 1, 709, and 714.
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TITLE VIII—EFFECTIVE DATE

Section 801.—Effective date
This Act would take effect on October 1, 1995.

CosT ESTIMATE

In accordance with rule XXVI, paragraph 11(a) of the Standing
Rules of the Senate, the Committee provides the following esti-
mates of the cost of this legislation prepared by the Congressional
Budget Office:

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: Unassigned.

2. Bill title: Foreign Assistance Reduction Act of 1995.

3. Bill status: As ordered reported by the Senate Committee on
Foreign Relations on June 8, 1995.

4. Bill purpose: The bill would authorize appropriations for fiscal
years 1996 and 1997 for bilateral economic and military assistance
programs. It would authorize the subscription of capital stock in
the Asian Development Bank, alter the pricing policy for sales of
military equipment, and make other changes to foreign assistance
programs.

5. Estimated cost to the Federal Government: Assuming appro-
priation of the entire amounts authorized for discretionary pro-
grams, enactment of the bill would result in funding below the
1995 level by about $772 million in fiscal year 1996 and by $1,043
million in fiscal year 1997. Also, several provisions of the bill would
result in small changes to mandatory spending and receipts. The
budgetary effects of the legislation are summarized below:

[By fiscal year, in billions of dollars]

1995 1996 1997 1998 1999 2000
Direct Spending
Estimated budget authority ... 0 20 20 45 68 90
Estimated 0ULIAYS .......cccveeereeereneeerinceseineiis 0 23 20 45 68 90
Spending Subject to Appropriations Action
Spending under current law:
Budget authority 2 ... 9,847 0 0 0 0 0
Estimated oUtlays ... 10,662 5,361 2,502 1,426 748 354
Proposed changes:
Estimated authorization level ..................... 0 9,075 8,804 25 25 25
Callable-capital subscriptions ... 0 648 648 0 0 0
Estimated oUtlays ... 0 4,999 7,185 2,796 1,295 757
Spending under the bill:
Estimated authorization level .. 9,847 9,075 8,804 25 25 25
Callable-capital subscriptions 0 648 648 0 0 0

Estimated outlays ................. 10,662 10,361 9,687 4,223 2,043 1,111

1The 1995 figure is the amount already appropriated.

In addition to the authorizations shown in the above table, the
bill could also affect appropriated spending by eliminating cargo
preference requirements for food aid shipments. If appropriations
for food aid were reduced accordingly, savings could total up to
$120 million per year.

The direct spending costs of the bill fall in budget functions 050
(national defense) and 400 (transportation). The spending subject
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to appropriations action falls in budget function 150 (international
affairs).

6. Basis of estimate: The estimate assumes enactment of the bill
and appropriation of the authorized amounts for each fiscal year.
CBO used historical spending rates for estimating outlays.

Direct spending

In addition to authorizing appropriations, the bill contains sev-
eral provisions affecting direct spending.

Cost recovery in foreign military sales.—Section 172 would strike
the section of the Arms Export Control Act that requires govern-
ment-to-government sales of major defense equipment to include a
charge for the recovery of a proportionate amount of any non-
recurring cost of research, development, and production. This provi-
sion would apply to sales agreements signed after the date of en-
actment. Charges for nonrecurring costs are collected upon deliv-
ery; therefore, the bill would not affect collections until 1998. CBO
estimates that enactment of section 172 would lower Department
of Defense receipts by $25 million in 1998, $48 million in 1999, and
$70 million in 2000. Ultimately, the loss of receipts would average
about $170 million a year.

Waiver of charges for contract administration services.—Section
402(c) would permit the administration to provide without charge
and on a reciprocal basis certain contract administration services
on military sales to Israel. The U.S. Government currently charges
1.5 percent of the value of sales for such services. CBO estimates
that enactment of the provision would lower receipts by $20 million
a year.

Cargo preference.—Section 718 would exempt from cargo pref-
erence laws any agricultural commodities shipped to foreign coun-
tries under food assistance programs. Existing cargo preference
rules for agricultural products require that 75 percent of the gross
tonnage of federally sponsored shipments be reserved for U.S.-flag
commercial vessels. Eliminating these rules would enable the De-
partment of Agriculture (which pays most of the cost of ocean
transportation for food assistance programs) to use foreign carriers
when it is cheaper to do so. CBO expects that the resulting loss of
business and/or reduction in U.S.-flag freight rates would cause
some American carriers to default on loans guaranteed under the
Shipping Act of 1936. We estimate that the resulting increase in
mandatory outlays (net of any reimbursements or proceeds from
disposal of assets) would be about $3 million in fiscal year 1996.

Exempting agricultural shipments would reduce ocean transpor-
tation costs on food aid shipments by up to $120 million annually
(at current foreign-U.S. freight differentials). The effect of such sav-
ings on the Federal budget would depend on whether discretionary
appropriations for food assistance programs would be reduced or
whether the savings would be used to finance additional food as-
sistance.

Storage costs for Pakistan.—Section 510 would release Pakistan
from its contractual obligation to pay the U.S. Government for stor-
ing items purchased before October 1, 1990, but not delivered be-
cause of restrictions in the Foreign Assistance Act. The U.S. Gov-
ernment is charging Pakistan $1.4 million a year for the cost of
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storing F-16 aircraft. Since 1991, the U.S. Government has
charged Pakistan nearly $7 million. Because Pakistan has not been
paying these charges, waiving them is not estimated to reduce col-
lections.

Termination expenses.—Section 712 would authorize the adminis-
tration to deobligate and reobligate development assistance funds
for countries whose assistance program is terminated. The
reobligation would cover equitable settlements for third parties
whose contracts were cancelled when the assistance ended. Be-
cause the U.S. Government has rarely terminated assistance in a
manner that has generated contractor claims, CBO estimates that
the authority will be little used and will not result in a significant
cost to the government.

Spending subject to appropriations action

The bill would authorize the appropriation of $17.9 billion for
international affairs and other programs over the next 2 years.

Foreign military financing.—The bill would authorize appropria-
tions of $3,185 million for 1996 and $3,160 million for 1997 for the
foreign military financing program, but it contains earmarks and
limitations that exceed the amounts authorized. The estimate as-
sumes that appropriations will not exceed the authorized amounts.
It also assumes that in each year $3,100 million would be appro-
priated for grants to Israel and Egypt, $20.6 million would be pro-
vided for administrative expenses, and the balance would be pro-
vided for credits to Greece and Turkey.

Valuation of defense articles.—Section 173 would authorize the
President to reduce the price of defense articles sold from stock
that are not intended to be replaced, if the sale would facilitate the
sale of a similar or related new defense article, would support the
national defense industrial base, and would serve the national se-
curity interests. The authority would be subject to the availability
of appropriations for any discount. The Department of Defense re-
ports that proposed sales rarely meet all the three conditions in the
amendment. The estimate assumes the authorization would not be
used to any significant degree.

Development assistant fund.—Section 311 would authorize the
appropriation of $2,475 million in 1996 and $2,324 million in 1997
for development assistance, the development fund for Africa, assist-
ance for Eastern Europe, assistance for the new independent
States, and housing and other credit programs. These activities
have different spending rates. To estimate outlays, CBO relied
upon a table provided by committee staff that distributed the au-
thorized amount by account.

Asian Development Bank.—Section 606 would authorize the U.S.
Government to subscribe to 276,105 shares of stock in the Asian
Development Bank as the United States’ portion of the fourth gen-
eral increase in the capital of the bank. If fully funded, the stock
subscription would represent a $3,331 million commitment to the
bank. The international agreement authorizing the stock increase
anticipates the subscription would be completed over 6 years and
that 2 percent of the stock would be paid in by member states. The
balance, or callable-capital, carries some small risk that, as an
owner of the bank, the U.S. Government may be required to in-



101

crease its direct investment in the bank should the bank be unable
to service its liabilities.

The bill would authorize the appropriation of $13.32 million in
1996 and 1997, an amount sufficient to purchase paid-in capital
stock in the first 2 years of the 6-year expansion of the bank. The
estimate assumes that annual appropriations acts would limit call-
able-capital subscriptions, but would provide no budgetary re-
sources, as has been the practice for the last 16 years. Subsequent
authorization would be required to complete the stock subscription
or to increase capital investments from callable-capital.

Transportation costs.—Section 719 would permanently authorize
the appropriation of such sums as may be necessary for the cost
of transporting privately donated humanitarian assistance to the
Baltic States and the newly independent states of the former Soviet
Union and Yugoslavia. Since 1992, the U.S. Government has spent
nearly $200 million to transport donated goods and excess govern-
ment property to those countries. CBO estimates that such costs
would total $25 million a year based on projections of the State De-
partment.

7. Pay-as-you-go considerations: The Balanced Budget and Emer-
gency Deficit Control Act of 1985 sets up pay-as-you-go procedures
for legislation affecting direct spending or receipt through 1998.
CBO estimates that the bill would have the following pay-as-you-
go impact:

[By fiscal years, in millions of dollars]

1995 1996 1997 1998

Change in outlays
Change in receipt:

1Not applicable.

8. Estimated cost to State and local governments: None.

9. Estimate comparison: None.

10. Previous CBO estimate: None.

11. Estimate prepared by: Joseph C. Whitehill and Deborah Reis.

12. Estimate approved by: Paul Van de Water, Assistant Director
for Budget Analysis.

EVALUATION OF REGULATORY IMPACT

In accordance with rule XXVI, paragraph 11(b) of the Standing
Rules of the Senate, the committee has concluded that there is no
regulatory impact from this legislation.



ADDITIONAL VIEWS OF SENATOR HELMS

I do not support foreign aid. Most Americans do not support it
largely because many of the programs which have been undertaken
in developing nations have brought few tangible results for those
they were designed to benefit. In fact, billions of dollars in foreign
aid spending been counterproductive. This aid has gone to nations
which sanction drug trafficking; which rule undemocratically;
which abuse the rights of their citizens and the rights of Ameri-
cans; which oppose the United States in international forums; and
which stifle economic growth and shield their markets from U.S.
exports. It is incomprehensible how a nation which is $4.9 trillion
ir]ddebt can continue to spend nearly $14 billion annually on foreign
aid.

I believe the “Foreign Aid Reduction Act of 1995”, in combination
with S. 908, the Foreign Relations Revitalization Act of 1995, will
move our Nation in the proper direction regarding foreign aid and
assist in balancing the Federal budget by 2002. S. 908 abolishes
the Agency for International Development (AID), the Federal agen-
cy responsible for providing most U.S. foreign aid and, this legisla-
tion makes deep cuts in foreign aid funding.

Foreign aid may only represent 1.3 percent of the entire Federal
budget, but when one considers that the entire Federal budget is
$1.5 trillion, foreign aid spending is an enormous sum of money.
Further, more than 14 percent of the Federal budget is devoted ex-
clusively to repaying interest on the Federal debt, it is clear that
our Nation cannot afford this type of spending. It must also be
noted that, as a share on non-defense discretionary spending, for-
eign aid consumes fully 8 percent of the budget.

The committee took several actions which | oppose. While | fully
respect the will of the committee, | do not support a number of
amendments which were agreed to.

U.N. FUND FOR POPULATION ACTIVITIES

Most important of the objectionable provisions included in the
committee mark up of the “Foreign Aid Reduction Act of 1995”, was
the inclusion of a provision authorizing funding for the U.N. Fund
for Population Activities (UNFPA).

I am deeply disappointed that the committee decided to authorize
funding for the U.N. Population Program. For almost two decades,
UNFPA has, in the name of reducing the world’'s population,
helped the communist Chinese Government manage its brutal pop-
ulation control program. Under China’s program, women are
dragged into government clinics and forced to have an abortion if
they already have one child. Women and men are forced, like ani-
mals, to undergo sterilization procedures if they violate or oppose
the “one-child” policy. This inhumane program—which UNFPA up-
holds as a model for developing countries—has caused an alarming
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increase in abortions of baby girls because many Chinese consider
them less valuable.

I do not accept the fiction that UNFPA does not participate in
China’s population control program, or that UNFPA disapproves of
the Chinese program. The evidence to the contrary is too over-
whelming. About China’s brutal program, UNFPA'’s current Execu-
tive Director, Ms. Nafis Sadik, told China’s official news agency in
1991 that “China has every reason to feel proud of and pleased
with its remarkable achievements made in its family planning pol-
icy and control of its population growth over the past 10 years.
Now the country could offer its experiences and special experts to
help other countries.” Based on this and other statements, those
who believe in the sanctity of human life have every right to be
concerned that UNFPA will promote Chinese policies of coercive
abortion and sterilization in developing countries. | am not aware
that Ms. Sadik renounced this statement.

AID Administrator Brian Atwood told the chairman of the House
Foreign Operations Appropriations Subcommittee, in an August 6,
1993, letter that “if there are not significant improvements in Chi-
na’s population program, the United States will not support contin-
ued UNFPA assistance to China beyond 1995 when the current
program ends.” The situation in China is worse, UNFPA does not
intend to pull out of China, yet the administration will continue to
fund UNFPA. The administration’s refusal to use financial leverage
by withholding United States funds to UNFPA until UNFPA leaves
China is contrary to the administration’s public disapproval of Chi-
na’'s inhumane “one-child-per-family” population control program.

The President requested more than $580,000,000 for bilateral
international population control programs for fiscal year 1996,
making the U.S. population control program the largest in the
world. Senate consideration of this bill will be an opportunity to
stop the administration from supporting the United Nations’ popu-
lation control programs in China. The administration will fund
UNFPA unless Congress passes a foreign aid bill, after it removes
the UNFPA provision.

FUNDING FOR MULTILATERAL ORGANIZATIONS

The committee also voted to increase by $45 million the funding
for various U.N. voluntary programs. | oppose U.S. participation in
these so-called “voluntary” programs. The United States is already
the largest contributor to the United Nations, both for peacekeep-
ing costs and general operating expenses. American taxpayers
should not be asked to contribute additional money to pay for doz-
ens of other U.N. programs whose purposes are dubious at best.

Also included during committee mark up, were two amendments
dealing with multilateral financial institutions which 1 oppose.
First, the committee adopted an amendment to allow funding for
the International Development Association (IDA). My recommenda-
tion is that the United States cease its contributions to IDA—an
action that would save taxpayers more than $1 billion annually.
Second, the committee approved $26.6 million for the Asian Devel-
opment Bank over the next 2 fiscal years. This authorization also
requires $1.29 billion in callable capital for fiscal years 1996 and
1997.
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ORIGINAL CHAIRMAN'S MARK

The draft bill 1 originally brought before the committee, the
chairman’s mark, would have cut from the President’s requested
level $3.196 billion in fiscal year 1996 and $3.470 billion in fiscal
year 1997. Specifically, from the Development Assistance Fund
(DFA) of the bill, I proposed cutting $1.839 billion over 2 years
from the current year funding level. As reported out of committee,
the bill will save taxpayers nearly $3 billion from the President’s
1996 budget request.

The chairman’s mark contained several provisions which directly
benefit American citizens. Most important, one section of the bill
would have repealed the Presidential waiver regarding the expro-
priation of U.S. property overseas. Section 527 of the Foreign Rela-
tions Authorization Act for fiscal years 1995 and 1996 requires that
all foreign aid be terminated to any foreign nation which has ex-
propriated the property of American citizens and has not provided
compensation or returned the property. However, section 527 con-
tains a loophole which has allowed this administration to waive
this section for two nations—Nicaragua and Costa Rica—which
have numerous American expropriation cases. Repealing this waiv-
er authority would have significantly improved the ability of Amer-
icans to receive fair and equitable compensation from governments
which illegally confiscate American property.

My original bill would have consolidated several satellite foreign
affairs agencies. | proposed abolishing the Inter-American Founda-
tion—which has spent more than $1 billion since its creation—and
the African Development Foundation. | also recommended repeal of
the American Schools and Hospitals Abroad program and the Inter-
national Fund for Ireland. While supporters argue that the cost of
these programs are insignificant, eliminating these programs would
have saved taxpayers more than $150 million in the next 2 years.

FLEXIBILITY PROVISIONS

The chairman’s mark contained a number of provisions which
would have enhanced the foreign policymaking flexibility of the ad-
ministration. These sections were all removed after objections from
other members of the committee. While foreign aid levels will con-
tinue to decrease, the administration should have the flexibility to
uses those limited resources in ways which benefit America most.
My original bill would have broadened the existing section 610
transfer authority to allow up to 20 percent of the funds from any
foreign assistance account to be transferred to any other account.
Under current law, money cannot be transferred out of develop-
ment accounts which could limit the administration’s ability to re-
spond to security threats.

The original bill also contained a section which would allow the
administration to break earmarks if the President determines that
it is vital to the national security interests to do so. In times of na-
tional crisis, the President should have this authority. | also pro-
posed a Presidential Contingency Authority so that the President
could quickly respond to unforseen emergencies.
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ADMINISTRATION BUDGET REQUEST UNREALISTIC

I was very disappointed that the Clinton administration submit-
ted to Congress a budget for fiscal year 1996 which proposes to in-
crease international affairs spending. In the current budget cli-
mate, the President’s budget for foreign aid is highly unrealistic.
The President’'s $15.2 billion budget request for foreign aid is about
$950 million larger than the fiscal year 1995 appropriated level
(6.6 percent increase). While the President’s budget would cut $87
million for programs which support economic growth overseas, it
would increase spending in the following areas:

e $512 million increase in funding for multilateral develop-
ment banks (29 percent increase above fiscal year 1995).

* $53 million increase for population programs (11 percent in-
crease).

* $35 million increase for debt reduction and debt forgiveness
(500 percent increase).

¢ $24 million increase for environmental aid programs.



ADDITIONAL VIEWS OF SENATOR COVERDELL

In my opinion, the Senate Foreign Relations Committee took a
very unfortunate step when it approved an amendment that cuts
over 50% of the funds authorized for international narcotics con-
trols. The amendment, approved 6-3 by a show of hands, cuts the
funds authorized for Narcotics Control Assistance from $213 mil-
lion down to $105 million and transfers the balance of $108 million
to the Development Assistance Fund.

In April, the Western Hemisphere Subcommittee, which | chair,
held a hearing on the hemispheric narcotics epidemic. We dis-
cussed the scope of the problem the sophistication of the Drug Car-
tels and the threat posed to the life and security of American peo-
ple by cocaine, heroin and other poisons arriving from Central and
South America. The facts discussed at the hearing paint an omi-
nous and extremely disturbing picture.

I am confident that if all the Senators here could have heard
what our subcommittee heard during the course of those hearings,
the full committee’s vote would have been different. The cartels
drain between $70-140 billion per year from the U.S. economy
through emergency room and health care costs among other rea-
sons. The drug trade is responsible for the killing and maiming of
more Americans each year than died during our entire engagement
in Vietnam. As Stephen Greene of the Drug Enforcement Adminis-
tration declared, “If another country harbored terrorists who flood-
ed the U.S. with chemical weapons * * * what public official or
American citizen would settle for anything short of capturing and
punishing those people?”

The facts are that funding for counter-narcotic programs have
been cut substantially over the past years—from a total of $323.9
million fiscal year 193 down to $131.8 million last year. The admin-
istration fiscal year 1996 request of $213 million, which was fully
funded by the chairman’s mark, is essential in keeping our counter-
narcotics programs alive. My office spoke on the telephone with the
Assistant Secretary of State for International Narcotics and Law
Enforcement Affairs who said, “These cuts would in essence dis-
mantle the program. We would be forced to close programs down
all over the world.”

I have great respect for Senator Kassebaum, who sponsored the
amendment in question. | know her intentions were well placed. |
share her frustration with the lack of progress in fighting the drug
war, as well as the difficulties relating to accounting and budget
transparencies. But | cannot support diverting money used to fight
so serious a threat to the national security of the United States.
There are few dollars authorized by this Committee that are more
vital to our national security than those used to fight the inter-
national drug war.
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It is my hope that the Senate will vote to reinstate full funding
for our global counter-narcotics activities.



ADDITIONAL VIEWS OF SENATOR SNOWE

As a cosponsor of the amendment that restored $45 million in
the International Organizations and Programs authorizations level
for a range of mostly environmental and sustainable development
programs, including the Montreal Protocol Multilateral Fund, the
U.N. Framework Convention on Climate Change, the Ramsar Con-
vention on Wetlands, and other worthwhile organizations, 1 am
pleased that the committee agreed, by a bipartisan 12—-6 vote, to
continue U.S. support for these important activities.

Natural resources, unlike people, recognize no political bound-
aries. Whether it be fisheries, climate, migratory birds, water pollu-
tion, or a host of other issues, actions taken in one country often
have an effect on resources in another. International cooperation is
therefore an important means of achieving our policy goals as they
relate to natural resources, the environment, and sustainable de-
velopment. And the 14 organizations for which authorization levels
have been restored in this legislation provide the United States
with good opportunities for productive international cooperation on
these issues.
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ADDITIONAL VIEWS OF SENATOR FEINGOLD

I concur in much of what is said in the minority views filed by
the ranking minority member and others regarding what is wrong
with the bill being reported.

Spending on foreign assistance programs, like all other programs
supported by U.S. taxpayers, must be reduced if we are going to
eliminate our Federal deficit and achieve a balanced budget. But
these cuts must be done fairly and equitably. This bill fails to do
that. The cuts in the committee-reported bill are focused on pro-
grams designed to meet basic human needs while security assist-
ance programs are generally held at fiscal year 1995 levels and in
some cases increased.

Additional, the bill contains numerous programmatic changes
that make little sense and will make it more difficult to carry out
foreign assistance programs in an efficient and cost-effective man-
ner.

Foreign assistance programs need reforms, but this legislation
does not move us in the right direction.
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MINORITY VIEWS OF SENATORS PELL, BIDEN, SARBANES,
DODD, KERRY, ROBB, AND FEINSTEIN

Recent polling data show that an overwhelming majority of
Americans agrees that the United States should provide assistance
to help people in foreign countries who are in great need. They un-
derstand that such aid is not merely a gesture of compassion, but
a means of promoting long-term U.S. economic and political inter-
ests.

Foreign assistance serves U.S. economic interests by expanding
markets for United States goods and services. Exports to the devel-
oping world now account for 40 percent of all U.S. exports, and re-
sult in the creation or maintenance of 3 million American jobs each
year. Forty-three of the top 50 consumer nations of American agri-
cultural products were once U.S. foreign aid recipients. Our exports
to Latin America in 1993 alone were more than twice the total
amount of all economic assistance we provided to Latin American
countries over the previous four decades.

In addition, helping other countries to develop their economies
bolsters U.S. wages and creates a more level international playing
field. American workers cannot compete on a fair basis with work-
ers in countries where wages are just pennies a day, and where en-
vironmental and occupational safety standards are practically non-
existent. Raising living standards and promoting worker rights
abroad is critical if free trade is going to be fair trade.

Foreign economic development directly affects American citizens
in other ways, as well. Efforts to spur broad-based economic
growth, protect human rights and create stable democratic institu-
tions abroad mean fewer illegal immigrants and political refugees
to our own country. They help reduce economic incentives for the
production of illegal drugs that end up on American streets, and
ameliorate conditions that breed support for terrorism and other
forms of extremism.

In an age of expanding tourism, travel and commerce, Americans
cannot afford to be indifferent to health epidemics and outbreaks
of disease anywhere in the world. Infectious and parasitic diseases
are, in fact, the leading cause of death on the planet. Our efforts
to control the spread of AIDS, polio, and other deadly diseases sim-
ply protect ourselves.

Some of the greatest environmental challenges are being faced by
countries and individuals without the financial or technological re-
sources to find alternatives. But deforestation, pollution, and ex-
haustion of natural resources have effects that do not respect na-
tional or geographic boundaries. And since rapid population
growth, persistent poverty and environmental degradation tend to
go hand-in-hand, reinforcing each other, a coherent and coordi-
nated approach to addressing these problems is required. Prevent-
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ing these situations from growing into humanitarian emergencies
and man-made disasters is a key objective of our foreign aid.

From the standpoint of U.S. political and strategic interests, for-
eign assistance programs can be of critical importance. Democratic
countries are generally more stable and more reliable partners in
responding to problems of mutual concern. If we reduce funding for
the kind of programs that aim to prevent violent conflicts from de-
veloping, and that help resolve conflicts peacefully when they do
arise, we may end up having to deal with some of them militarily—
which is much more costly both in terms of dollars and in terms
of human life.

We cannot hope to combat the scourge of illegal drugs effectively
or put an end to international terrorism without global cooperation.
Whether through education and training, provision of appropriate
equipment, or helping to reduce economic incentives for these ac-
tivities, U.S. assistance is crucial. It is also a key element in the
fight against nuclear proliferation. Foreign aid programs help to
dismantle safely and destroy nuclear weapons that were aimed
against American cities for nearly half a century, and teach other
countries how to prevent and detect the smuggling of weapons of
mass destruction and their components.

Therefore, while we recognize that foreign assistance programs
must bear their share of the cuts required under the budget resolu-
tion, we are deeply concerned that excessive cuts in foreign aid are
shortsighted and will end up costing us money in the long run.
This bill makes cuts that are far deeper than are required, that are
unfairly and unwisely distributed, and that will impair the ability
of the United States to protect its interests abroad.

FUNDING LEVELS

Foreign assistance programs constitute just over 1 percent of the
Federal budget. They are at their lowest levels in nearly half a cen-
tury (Figure 1)—since the beginning of the Marshall Plan—and
have fallen more than 50 percent in real terms over the last ten
years (Figure 2).
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The United States not only gives the lowest percentage of its
GNP for official development assistance among 21 industrialized
members of the Organization for Economic Cooperation and Devel-
opment (OECD), but the .15 percent we give for this purpose is half
the group’s average. The U.S. share in the total volume of official
development assistance given by OECD donors has dropped from
30 percent in 1982—-83 to 17 percent in 1993.

Budget resolution

The budget resolution that was passed by the Senate during the
course of the committee’s mark-up would impose cuts of $2.2 billion
in fiscal year 1996 and $2.6 billion in fiscal year 1997 from the
total amount appropriated for all international affairs spending in
fiscal year 1995—cuts of approximately 11 percent and 13 percent,
respectively, even without allowing for inflation. Such spending in-
cludes not only foreign aid programs authorized in this bill, but
also the budget for State Department operations, funding for food
aid programs authorized by the Agriculture Committee, funding for
the Export-Import Bank authorized by the Banking Committee,
and programs that were previously authorized and only require ap-
propriation, such as certain multilateral development banks.

Since a final budget resolution has not yet been enacted, and the
Appropriations Committee has not yet allocated spending levels
among its subcommittees, the amount available for foreign assist-
ance programs is unknown. Furthermore, since authorization bills
only set priorities, policy guidelines, and ceilings for appropriators,
they are not subject to the limitations of the budget resolution. Au-
thorization bills are not required to, and rarely do, stay within the
budget limits imposed on appropriation bills. They do not have an
impact on the deficit.

Nevertheless, we agree that to have more of an impact on the
current budget process, our authorization bill should be close to the
levels likely to be available to the appropriators. During committee
consideration of the bill, there was much discussion over what
those levels might be.

This bill assumes that every international affairs program that
is not included in one of the two authorization bills reported by the
Foreign Relations Committee thus far will be funded at the levels
requested by the President for fiscal year 1996. We believe that as-
sumption is not only unrealistic, but unfair. The budget resolution
passed by the Senate specifically recommends that export financing
and trade promotion programs be reduced by $755 million in budg-
et authority over five years, replenishments to soft loan arms of the
multilateral development banks be reduced by $3.8 billion, and
food aid be reduced by $430 million over the same period.

By setting aside enough money to allow full funding for these
programs not only at fiscal year 1995 levels, but at the increased
levels that the administration requested for them in fiscal year
1996, this bill forces foreign aid programs to bear the full brunt of
the spending reductions that were to be spread out across the 150
“International Affairs” budget account. Under this bill, $2 billion in
reductions from 1995 levels—over 90 percent of the budget cuts
taken from the 150 account—would be absorbed by only 25 percent
of the programs in the 150 accounts.
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An amendment was offered during mark-up by Senator Sarbanes
stating the Sense of the Senate that international affairs programs
which were previously authorized, or which are under the jurisdic-
tion of other committees, “should bear a proportionate share of the
reductions taken from the 150 budget account.” Had the amend-
ment been adopted, it would have made over $500 million in addi-
tional funding available for programs in this bill for fiscal year
1996, and over $600 million in fiscal year 1997.

Even without allowing for proportionate reductions, this bill is
approximately $90 million below the amount the entire committee
agreed is available under the Senate budget resolution for fiscal
year 1996 and $180 million below what is available for fiscal year
1997. It represents a 25 percent cut from the administration’s fiscal
year 1996 request.

All in all, the committee could have authorized more than a bil-
lion dollars in additional funding for key foreign assistance pro-
grams over the next 2 years, and still remained clearly within the
budget resolution. By cutting so much further than is required, this
bill may end up tying the hands of the appropriators, and the
President, in ways that are both unnecessary and imprudent. A sit-
uation may well occur in which the appropriators have more money
available than this bill authorizes them to spend. This bill would
thus have the effect of setting arbitrarily low ceilings on programs
that we believe serve United States national interests.

Distribution of cuts

In addition to the overall levels of funding contained in this bill,
we are concerned about the way funds are allocated within it. The
cuts are distributed in such a way as to fall heaviest on the poorest
countries. They will disproportionately impact programs that are
designed to meet basic human needs, such as child survival, rural
development and nutrition programs, primary education and lit-
eracy training, combating AIDS and other deadly diseases, prevent-
ing rapid population growth, protecting the environment, conserv-
ing energy and other resources, promoting basic health and sanita-
tion, integrating women into local and national economies and sup-
porting fundamental human rights. These are the very programs
that help people in developing countries to become self-reliant,
build productive capacity, implement sound policies, establish effec-
tive and accountable political institutions, and improve the quality
of their own lives.

While security assistance programs are generally held at FY
1995 levels, and in some cases increased, sustainable development
programs are cut by more than one-third, aid to Africa is cut by
nearly a quarter, and funding for the Inter-American and African
Development Foundations is eliminated entirely. U.S. voluntary
contributions to international organizations and programs are re-
duced by 40 percent. No funding at all is provided for the Inter-
national Development Association, for the successor to the En-
hanced Structural Adjustment Facility, or for debt restructuring—
all programs designed to assist countries with per capita incomes
below $835 a year.
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Impact of cuts

Major cuts in U.S. foreign assistance not only hurt people in the
countries for which it is intended, but the American citizens who
produce the goods and services purchased with that assistance.
Nearly 80 percent of the contracts and grants awarded by the U.S.
Agency for International Development (USAID) go to American
firms. 95 percent of USAID’s purchases of agricultural commodities
and related services are made in the United States. In the past 2
years, U.S. companies have won nearly $5 billion in contracts for
projects funded by multilateral development banks. Moreover,
every dollar we contribute to the banks generates five dollars in ex-
port sales for U.S. businesses.

Just as our resources help to leverage many times their value in
support from other donors, cuts in our assistance programs are
likely to be matched by cuts from other donors—private individuals
as well as foreign governments and multilateral institutions. The
result is a “snowball effect” of reductions many times the original
magnitude of the cut. A recent report by the OECD, expressing
concerQ about proposals for major cutbacks in U.S. foreign aid,
warned:

Such a turning away by the U.S. from the common effort
for development which it inspired over 30 years ago would
be all the more serious because a declining United States
aid volume poses a risk of undermining political support
for development cooperation in other DAC [Development
Assistance Committee] countries, thus compromising the
collective international donor effort to build human secu-
rity and well being.

POLICY ISSUES

Congressional oversight

Several provisions in this bill would reduce the ability of the
committee to signal funding priorities and to conduct effective over-
sight over the programs under its jurisdiction.

Section 311 merges into a single fund what were once seven sep-
arate accounts: Development Assistance, the Development Fund for
Africa, Housing Guarantees, Microenterprise, American Schools
and Hospitals Abroad, Assistance for the New Independent States,
and Assistance for Eastern Europe and the Baltics. We believe that
these programs should be considered and funded on their own mer-
its, and that the committee should retain its ability to indicate pri-
orities among them.

We are particularly concerned by the committee’s refusal to pro-
vide separate funding for the American Schools and Hospitals
Abroad (ASHA) program, which will be forced to compete for fund-
ing with other programs of particular interest to us, including child
survival, population, and microenterprise. We regret that an
amendment offered by Senator Pell to provide $20 million in fund-
ing for ASHA for each of fiscal years 1996 and 1997 was not adopt-
ed. For more than 30 years, ASHA has successfully advanced U.S.
interests worldwide in a highly cost-effective manner. ASHA edu-
cational institutions, for instance, have introduced several genera-
tions of leaders around the world to American ideals and values,
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and have promoted understanding of and support for the United
States on many levels. We believe that ASHA is an outstanding ex-
ample of public-private partnership that merits continued funding
and support.

Section 169, in repealing the longstanding prohibition against
funding for police training, opens the door for the kinds of abuses
that led Congress to enact the prohibition in the first place. The
association of the United States with human rights violations con-
ducted by poorly-trained and undemocratic security forces in the
1960s and 1970s is part of the reason for enduring negative percep-
tions of our foreign aid program.

Similarly, amendments to the Foreign Assistance Act made by
section 170 would expand the purposes and objectives of defense
articles and services provided by the United States in a manner
that raises dangerous possibilities. These changes could leave the
wrong perception that such articles and services may be used for
external military aggression and for internal military repression.

Private and voluntary organizations

We recognize and value the critical role of America’s private and
voluntary organizations and cooperatives in the foreign assistance
arena. Our partnership with PVOs and cooperatives promotes peo-
ple-to-people assistance that commands public support and
leverages private resources. The work of these organizations not
only reflects American values and generosity, but has proven to be
an efficient and effective means of delivering assistance that has a
positive and lasting impact on the lives of the poor and builds long-
term friendships for the United States.

Sections 315 and 317 of the bill would place increased burdens
on PVOs and cooperatives, by increasing the amount of funds they
would be required to raise from private sources and by narrowing
the purposes for which grant aid could be used. In an era of shrink-
ing resources, it simply does not make sense to penalize the very
organizations that stretch our dollars the furthest.

Successful amendments offered by Senator Pell seek to ensure
that PVOs continue to play a central role in the provision of U.S.
foreign assistance. Section 311(c) prevents cuts in development as-
sistance from falling disproportionately on programs carried out by
PVOs and cooperatives by requiring maintenance of the current
percentage of development funding that is channeled through
them. A modification to section 315 reinstates the President’s abil-
ity to waive, on a case-by-case basis, the requirement that PVOs
receive at least 25 percent of their funding from outside sources.
Under current law, that proportion is 20 percent, and there are a
number of valuable and effective organizations that would be pro-
hibited from participating in U.S. aid programs without this waiv-
er.

Increased administrative burdens

While increasing the President’s flexibility in some areas, the bill
imposes numerous conditions, restrictions, and reporting require-
ments that are unnecessary, expensive, and administratively bur-
densome. Section 3 of the bill sharply limits the allowable purposes
of foreign assistance, leaving out such objectives as preventing en-
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vironmental degradation, promoting family planning, expanding
democracy and human rights, and alleviating the worst aspects of
poverty.

After eliminating the agency that has been primarily responsible
for administering foreign assistance programs for the last 34 years,
through adoption of the fiscal year 1996—99 State Department au-
thorization bill, the committee in this bill vastly increases the
amount of information that the executive branch will be required
to provide about foreign aid programs. Section 711 requires the
President to submit, on an annual basis, assessments of “policies
regarding wage and price controls, State ownership of production
and distribution, and control of financial institutions”, “tariff levels,
quotas, and the opportunity to repatriate capital and profits”, and
“tax policies and rights of ownership and property” in each of the
recipient countries. We believe that the administration’s increas-
ingly limited diplomatic resources should be focused on creating aid
programs that work, not on analyzing Nepalese tax policy.

A number of country-specific sections in the bill create undue
hurdles to the provision of foreign assistance. Perhaps section 501
is the most egregious example; it would prohibit Export-Import
Bank loans and agricultural credits, and require the United States
to vote against all multilateral bank loans, to any country of the
former Soviet Union that was late on a debt payment to a private
lender unless the loan was secured by revenues from the export of
petroleum products, minerals, or other commodities. We fail to un-
derstand why the New Independent States should be held to a sep-
arate and higher standard for loans than other countries, especially
when those loans help to expand U.S. exports.

Cargo preference

Section 718 makes existing cargo preference requirements inap-
plicable to food assistance. This provision will seriously jeopardize
the continued survival of the U.S. merchant marine and the bene-
fits it brings to our economy and national security, costing thou-
sands of jobs without saving a penny. It will mean turning over the
carriage of commodities that are produced by American labor and
financed by American taxpayers to foreign-flag, foreign-crewed
ships. We believe that this bill is not the place to upset the delicate
balance that was painstakingly negotiated in legislation under the
jurisdiction of other committees.

During mark-up, an amendment was offered by Senator Sar-
banes that would have deleted section 718, thus maintaining cur-
rent cargo preference requirements, and would have added a provi-
sion to require increased government-impelled shipping through
Great Lakes ports, which are not currently serviced by ocean-going
U.S.-flag vessels. It is our view that this amendment would have
maintained the balance of benefits between American farmers and
merchant mariners in all regions of the country, and we regret that
it was not adopted.

United Nations

We believe that United States participation in the United Na-
tions is central to maintaining American leadership in the world
and obtaining international cooperation to meet U.S. objectives and
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defend U.S. interests. The bill as originally proposed would have
prohibited United States contributions to a large number of small,
but highly successful U.N.-affiliated agencies requiring only modest
contributions from the United States. These are not agencies to
which the United States pays an assessed membership fee, but
rather those to which the United States chooses to contribute vol-
untarily because they are judged to serve U.S. interests.

A successful amendment to the bill, cosponsored by Senators
Kerry, Pell, Sarbanes and Snowe, deleted that prohibition and pro-
vided $45 million in additional funding for the U.S. contribution to
international organizations and programs that promote sustainable
development. Among the agencies that may now receive funding
are the UNEP Environment Fund, which supports the collection,
assessment and dissemination of environmental data; the Montreal
Protocol Multilateral Fund, which helps developing countries, as-
sisted by U.S. technology exports, to reduce their use of ozone-de-
pleting substances; the International Union for the Conservation of
Nature, which plans strategies for conservation, evaluates environ-
mental impact, and develops environmental law; the UN Frame-
work Convention on Climate Change, a global forum for responding
to new information and assessments relating to climate change;
and the Intergovernmental Panel on Climate Change, the scientific
body which provides such information and assessments.

Even with the additional funding, money for international orga-
nizations and programs will remain extremely limited. While there
are many U.N.-affiliated agencies that have worked effectively to
build democracy and promote sustainable development for only a
small U.S. contribution, we wish to express particular support for
the International Fund for Agricultural Development, the U.N. Vol-
untary Fund for Victims of Torture, the U.N. Development Fund
for Women (UNIFEM), and the World Food Program.

As originally presented, the bill also would have prohibited con-
tributions to the United Nations Population Fund (UNFPA). A suc-
cessful amendment sponsored by Senator Feingold permits up to
$35 million in contributions to the UNFPA, so long as such funds
are not used in or for China, and so long as UNFPA’s programs in
China are not increased.

Multilateral development banks

The administration requested authorization for U.S. participation
in replenishments to three international financial institutions for
fiscal year 1996: the International Development Association (IDA),
the Asian Development Bank, and the successor to the Enhanced
Structural Adjustment Facility. The bill as originally presented did
not contain authority for any of them, and specifically prohibited
contributions to IDA for FY 1997.

While we support U.S. participation in these institutions, we rec-
ognize that tight budgetary constraints are likely to prevent the
U.S. from making its full contributions in the next fiscal year. A
successful amendment by Senator Feinstein provides full author-
ization for contributions to the Asian Development Bank, and a
successful amendment by Senator Kassebaum eliminates the prohi-
bition against contributions to IDA. It is our hope and expectation
that if additional funds become available to the appropriators, they
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will make at least a small amount available for the U.S. contribu-
tion to these important institutions, which serve the poorest coun-
tries in the world.



CHANGES IN EXISTING LAW

In compliance with paragraph 12 of Rule XXVI of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, exist-
ing law in which no change is proposed is shown in roman):

The Foreign Assistance Act of 1961

* * * * * * *

PART I

Chapter 1—Policy; Development Assistance Authorizations

SeEc. 101. GENERAL PoLicy.—(a) The Congress finds that fun-
damental political, economic, and technological changes have re-
sulted in the interdependence of nations. The Congress declares
that the individual liberties, economic prosperity, and security of
the people of the United States are best sustained and enhanced
in a community of nations which respect individual civil and eco-
nomic rights and freedoms and which work together to use wisely
the world's limited resources in an open and equitable inter-
national economic system. Furthermore, the Congress reaffirms the
traditional humanitarian ideals of the American people and renews
its commitment to assist people in developing countries to elimi-
nate hunger, poverty, illness, and ignorance.

* * * * * * *

Sec. 104. PoPULATION AND HEALTH.—(a) FINDINGS.—The Con-
gress recognizes that poor health conditions and uncontrolled popu-
lation growth can vitiate otherwise successful development efforts.

* * * * * * *

(f) PROHIBITION ON USE OF FUNDS FOR ABORTIONS AND INVOLUN-
TARY STERILIZATIONS.—(1) None of the funds made available to
carry out this part may be used to pay for the performance of abor-
tions as a method of family planning or to motivate or coerce any
person to practice abortions.

(2) None of the funds made available to carry out this part may
be used to pay for the performance of involuntary sterilizations as
a method of family planning or to coerce or provide any financial
incentive to any person to undergo sterilizations.

(3) None of the funds made available to carry out this part may
be used to pay for any biomedical research which relates, in whole
or in part, to methods of, or the performance of, abortions or invol-
untary sterilization as a means of family planning.

(4)(A) None of the funds made available to carry out this part
may be used for any program, project, or activity that violates the
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laws of a foreign country concerning the circumstances under which
abortion is permitted, regulated, or prohibited, or which seeks to
alter the laws or policies in effect in any foreign country concerning
the circumstances under which abortion is permitted, regulated, or
prohibited.

(B) Subparagraph (A) shall not apply to activities in opposition
to coercive abortion or involuntary sterilization.

* * * * * * *

[SEc. 108. PRIVATE SECTOR REVOLVING FuND.—(@) The Congress
finds that the development of private enterprise, including coopera-
tives, is a vital factor in the stable growth of developing countries
and in the development and stability of a free, open, and equitable
international economic system. It is therefore in the best interests
of the United States to assist the development of the private sector
in developing countries and to engage the United States private
sector in that process. In order to promote such private sector de-
velopment, the President is authorized to establish a revolving
fund account in the United States Treasury. All funds deposited in
such account shall, notwithstanding any provision in an appropria-
tion Act to the contrary, be free from fiscal year limitations.

[(b) Of the funds made available under this chapter in each of
the fiscal years 1986 and 1987, up to $18,000,000 may be deposited
in this account. Such funds used in accordance with the policies
and authorities of this section shall be in addition to other funds
available for private sector activities under other authorities in this
Act. Any reflows and income arising from activities carried out pur-
suant to this section, including loan repayments and fee income (as
provided in subsection (e) of this section), shall be deposited into
the revolving fund and remain available to carry out the purposes
of this section. All funds in such account may be invested in obliga-
tions of the United States.

[(c)(1) The agency primarily responsible for administering this
part is authorized to use the funds maintained in this revolving
fund account to furnish assistance in furtherance of the policy of
subsection (a) on such terms and conditions as it may determine.
Amounts in the revolving fund account shall be available for obliga-
tion for assistance under this section only to such extent as may
be provided in advance in appropriation Acts. Assistance may be
provided under this section without regard to sections 604(a) and
620(r) of this Act.

[(2) Assistance under this section may be provided only to sup-
port private sector activities which—

[(A) are consistent with the United States development as-
sistance policies set forth in section 102 of this Act and with
the development priorities of the host country;

[(B) are the types of activities for which assistance may be
provided under sections 103 through 106 of this Act;

[(C) will have a demonstration effect;

[(D) will be innovative;

[(E) are financially viable;

[(F) will maximize the development impact appropriate to
the host country, particularly in employment and the use of
appropriate technology; and
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[(G) are primarily directed to making available to small
business enterprises and cooperatives necessary support and
services which are not otherwise generally available.

In determining whether an enterprise is a small business enter-
prise, the agency primarily responsible for administering this part
shall take into consideration the enterprise’s total net fixed assets
and number of employees, together with the relevant definition uti-
lized by the host country government and the International Bank
for Reconstruction and Development and other international orga-
nizations.

[(3)(A) Not more than $3,000,000 may be made available under
this section to support any one project.

[(B) Not more than 50 per centum of the financial support for
any project may be provided under this section, and a substantial
portion of the financial support for a project assisted under this
section must be provided by sources within the host country.

[(C) Not more than 20 per centum of the assets of the revolving
fund account under this section may be used to support projects in
any one country.

[(D) In order to maximize the impact on institution building,
loans under this section shall be made primarily to intermediary
entities which provide necessary support and services for private
sector activities.

[(E) Loans under this section shall be at or near the interest rate
otherwise available to the recipient.

[(d) (1) If at any time the assets of the revolving fund account
exceeds $100,000,000, the President shall remit the amount in ex-
cess of $100,000,000 to the United States Treasury.

[(2) As used in this section, “assets” includes amounts in the re-
volving fund account plus the value of investments made with
amounts from the fund plus the current value of outstanding obli-
gations under loans under this section.

[(3) In addition to the requirement of paragraph (1), at the end
of any fiscal year, the agency primarily responsible for administer-
ing this part may determine that amounts in the revolving fund
are sufficient to permit the remittance to the United States Treas-
ury of an amount equal to a portion or the total amount of appro-
priated funds deposited in the revolving fund. Any such remittance
shall be deemed to be a decrease in the appropriated funds in the
revolving fund. After remittance has been made of an amount
equal to the total amount of appropriated funds, the revolving fund
shall consist and be deemed to consist entirely of nonappropriated
funds.

[(e) A fee may be charged, where appropriate, in carrying out ac-
tivities with funds from the revolving fund authorized in this sec-
tion. The amount of any such fee shall be determined by the agency
primarily responsible for administering this part.

[(f) In the event the revolving fund is terminated, all unobligated
money in the fund at the time of such termination shall be trans-
ferred to and become part of the miscellaneous receipts account of
the Treasury.

[(g) As part of its annual congressional presentation documents
submitted to the Congress, the agency primarily responsible for ad-
ministering this part shall include a description of projects pro-
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posed to be funded from the revolving fund account for that fiscal
year. To the extent that projects are proposed for funding which
are not contained in the annual congressional presentation docu-
ments, at least fifteen days’ advance notification shall be provided
to the Congress in accordance with section 634A of this Act.

[(h) Not later than December 31 of each year, the President shall
submit a comprehensive report which details all projects funded
under this section during the previous fiscal year, all reflows to the
revolving fund account, a status report on all projects currently
contained in the fund'’s portfolio. Such reports shall include, but not
be limited to, information regarding numbers and kinds of bene-
ficiaries reached, amounts and kinds of benefits provided by the
funded projects to targeted populations, and a justification for
projects within the context of the goals and objectives of the United
States development assistance program.

L(i)(1) To carry out the purposes of subsection (a), in addition to
the other authorities set forth in this section, the agency primarily
responsible for administering this part is authorized to issue guar-
antees on such terms and conditions as it shall determine assuring
against losses incurred in connection with loans made to projects
that meet the criteria set forth in subsection (c). The full faith and
credit of the United States is hereby pledged for the full payment
and performance of such guarantees.

[(2) Loans guaranteed under this subsection shall be on such
terms and conditions as the agency may prescribe, except for the
following:

[(A) The agency shall issue guarantees only when it is nec-
essary to alleviate a credit market imperfection.

[(B) Loans guaranteed shall provide for complete amortiza-
tion within a period not to exceed ten years or, if the principal
purpose of the guaranteed loan is to finance the construction
or purchase of a physical asset with a useful life of less than
ten years, within a period not to exceed such useful life.

[(C) No loan guaranteed to any one borrower may exceed 50
percent of the cost of the activity to be financed, or $3,000,000,
whichever is less, as determined by the agency.

[(D) No loan may be guaranteed unless the agency deter-
mines that the lender is responsible and that adequate provi-
sion is made for servicing the loan on reasonable terms and
protecting the financial interest of the United States.

[(E) The fees earned from the loan guarantees issued under
this subsection shall be deposited in the revolving fund account
as part of the guarantee reserve established under paragraph
(5) of this subsection. Fees shall be assessed at a level such
that the fees received, plus the funds from the revolving fund
account placed in the guarantee reserve satisfy the require-
ments of paragraph (5). Fees shall be reviewed every twelve
months to ensure that the fees assessed on new loan guaran-
tees are at the required level.

[(F) Any guarantee shall be conclusive evidence that such
guarantee has been properly obtained, and that the underlying
loan as contracted qualifies for such guarantee. Except for
fraud or material misrepresentation for which the parties seek-
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ing payment under such guarantee are responsible, such guar-
antee shall be presumed to be valid, legal, and enforceable.

[(G) The agency shall determine that the standards used by
the lender for assessing the credit risk of new and existing
guaranteed loans are reasonable. The agency shall require that
there be a reasonable assurance of repayment before credit as-
sistance is extended.

[(H) Commitments to guarantee loans may be made by the
agency only to the extent that the total loan principal, any part
of which is guaranteed, will not exceed the amount specified in
annual appropriations Acts.

[(3) To the extent that fees are not sufficient as specified under
paragraph (2)(E) to cover expected future liabilities, appropriations
are authorized to maintain an appropriate reserve.

[(4) The losses guaranteed under this subsection may be in dol-
lars or in other currencies. In the case of loans in currencies other
than dollars, the guarantees issued shall be subject to an overall
payment limitation expressed in dollars.

[(5) The agency shall segregate in the revolving fund account
and hold as a reserve an amount estimated to be sufficient to cover
the agency’s expected net liabilities on the loan guarantees out-
standing under this subsection; except that the amount held in re-
serve shall not be less than 25 percent of the principal amount of
the agency’s outstanding contingent liabilities on such guarantees.
Any payments made to discharge liabilities arising from the loan
guarantees shall be paid first out of the assets in the revolving
fund account and next out of other funds made available for this
purpose.]

SEC. 108. MICRO- AND SMALL-ENTERPRISE DEVELOPMENT CREDIT
PROGRAM.

(@) FiINDINGS AND PoLicy.—The Congress finds and declares
that—

(1) the development of micro- and small enterprise, including
cooperatives, is a vital factor in the private sector growth of de-
veloping countries and in the development and stability of a
free, open, and equitable international economic system;

(2) it is, therefore, in the best interests of the United States
to assist the development of the private sector in developing
countries and to engage the United States private sector in that
process; and

(3) the support of private enterprise can be served by pro-
grams providing credit, training, and technical assistance for
the benefit of micro- and small enterprises.

(b) PrRoGRAM.—To0 carry out the policy set forth in subsection (a),
the President is authorized to provide assistance to increase the
availability of credit to micro- and small enterprises lacking full ac-
cess to credit, including through—

(1) loans and guarantees to credit institutions for the purpose
of expanding the availability of credit to micro- and small en-
terprises;

(2) training programs for lenders in order to enable them to
better meet the credit needs of micro- and small entrepreneurs;
and
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(3) training programs for micro- and small entrepreneurs in
order to enable them to make better use of credit and to better
manage their enterprises.

* * * * * * *

SEc. 110. CosT-SHARING AND FUNDING LimiTs.—No assistance
shall be furnished by the United States Government to a country
under sections 103 through 106 of this Act until the country pro-
vides assurances to the President, and the President is satisfied,
that such country provide at least [25 per centum] 30 per centum
of the costs of the entire program, project, or activity with respect
to which such assistance Is to be furnished, except that such costs
borne by such country may be provided on an “in-kind” basis.

* * * * * * *

SEC. 129. PRlVéTES FUNDING OF PRIVATE AND VOLUNTARY ORGANIZA-
TIONS.

(a) ResTrICTION.—None of the funds made available to carry out
this chapter may be made available to any United States private
and voluntary organization, except any cooperative development or-
ganization, which obtains less than 25 per centum of its total an-
nual funding for international activities from sources other than the
United States Government.

(b) WAIVER.—The President may, on a case-by-case basis, waive
the restriction established by subsection (a), after taking into ac-
count the effectiveness of the overseas development activities of the
organization, its level of volunteer support, its financial viability
and stability, and the degree of its dependence for its financial sup-
port on the United States Government.

* * * * * * *

Chapter 3—International Organizations and Programs

Sec. 301. GENERAL AUTHORITY.—(a) When he determines it to be
in the national interest, the President is authorized to make vol-
untary contributions on a grant basis to international organizations
and to programs administered by such organizations, and in the
case of the Indus Basin Development Fund administered by the
International Bank for Reconstruction and Development to make
grants and loans payable as to principal and interest in United
States dollars and subject to the provisions of section 122(b), on
such terms and conditions as he may determine, in order to further
the purposes of this part.

* * * * * * *

Sec. 302. AuTHorizaTION.—[(a)(1) There are authorized to be
appropriated to the President $270,000,000 for fiscal year 1986 and
$236,084,000 for fiscal year 1987 for grants to carry out the pur-
poses of this chapter, in addition to funds available under other
Acts for such purposes. Of the amount appropriated for each of the
fiscal years 1986 and 1987 pursuant to these authorizations—

[(A) 59.65 percent shall be for the United Nations Develop-
ment Program;

[(B) 19.30 percent shall be for the United Nations Children’s
Fund;
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[(C) 7.20 percent shall be for the International Atomic En-
ergy Agency, except that these funds may be contributed to
that Agency only if the Secretary of State determines (and so
reports to the Congress) that Israel is not being denied its
right to participate in the activities of that Agency;

[(D) 5.44 percent shall be for Organization of American
States development assistance programs;

[(E) 3.51 percent shall be for the United Nations Environ-
ment Program;

[(F) 0.70 percent shall be for the World Meteorological Orga-
nization;

[(G) 0.70 percent shall be for the United Nations Capital De-
velopment Fund;

[(H) 0.35 percent shall be for the United Nations Education
and Training Program for Southern Africa;

[(1) 0.18 percent shall be for the United Nations Voluntary
Fund for the Decade for Women;

[(J) 0.07 percent shall be for the Convention on Inter-
national Trade in Endangered Species;

[(K) 0.70 percent shall be for the World Food Program;

[(L) 0.18 percent shall be for the United Nations Institute
for Namibia;

[(M) 0.12 percent shall be for the United Nations Trust
Fund for South Africa;

[(N) 0.04 percent shall be for the United Nations Voluntary
Fund for Victims of Torture;

[(O) 0.07 percent shall be for the United Nations Industrial
Development Organization;

[(P) 0.55 percent shall be for the United Nations Develop-
mfent Program Trust Fund To Combat Poverty and Hunger In
Africa;

[(Q) 0.97 percent shall be for contributions to international
conventions and scientific organizations;

[(R) 0.18 percent for the United Nations Center on Human
Settlements (Habitat); and

[(S) 0.09 percent shall be for the World Heritage Fund.

[(2) The Congress reaffirms its support for the work of the Inter-
American Commission on Human Rights. To permit such Commis-
sion to better fulfill its function of insuring observance and respect
for human rights within this hemisphere, not less than $357,000
of the amount appropriated for fiscal year 1976 and $358,000 of the
amount appropriated for fiscal year 1977, for contributions to the
Organization of American States, shall be used only for budgetary
support for the Inter-American Commission on Human Rights.]

(a)(1) There are authorized to be appropriated to the President, in
addition to funds otherwise available for such purpose,
$225,000,000 for fiscal year 1996, and $225,000,000 for fiscal year
1997, for voluntary contributions under this chapter to international
organizations and programs, of which amounts not less than
$103,000,000 for each fiscal year shall be available only for the
United Nations Children’s Fund (UNICEF).

(2) Funds appropriated pursuant to paragraph (1) are authorized
to remain available until expended.

* * * * * * *



128

Sec. 306. REPORTS ON INTERNATIONAL ORGANIZATIONS.—(@) The
annual reports to the Congress under section 2 of the Act of Sep-
tember 21, 1950 (64 Stat. 902, 22 U.S.C. 262a), shall be submitted
within nine months after the end of the fiscal year to which they
relate.

(b)(2) [The President shall submit semiannual reports to the
Congress listing all voluntary contributions by the United States
Government to international organizations. One of the semiannual
reports shall be submitted no later than July 1 and shall list all
contributions made during the first six months of the then current
fiscal year. The other semiannual report shall be submitted no
later than January 1 and shall list all contributions made during
the last six months of the preceding fiscal year.] Not later than
January 31 of each year, the President shall transmit a report to
the appropriate congressional committees listing all voluntary con-
tributions by the United States Government to international organi-
zations during the preceding fiscal year. Each such report shall
specify the Government agency making the voluntary contribution,
the international organization to which the contribution was made,
the amount and form of the contribution, and the purpose of the
contribution. Contributions shall be listed on both an agency-by-
agency basis and an organization-by-organization basis.

(2) In order to facilitate the preparation of the report required by
paragraph (1), the head of any Government agency which makes a
voluntary contribution to any international organization shall
[promptly] report that contribution to the Director of the Office of
Management and Budget on a quarterly basis.

(3) As used in this subsection the term “contribution” means any
contribution of any kind, including the furnishing of funds or other
financial support, services of any kind (including the use of experts
or other personnel) or commodities, equipment, supplies, or other
material.

(c) JusTIFICATION OF NATIONAL INTEREST.—The President shall
transmit as part of each report required by subsection (b)(1) a jus-
tification of the manner in which United States voluntary contribu-
tions to international organizations benefit United States national
security or other national interests. This justification shall include,
for each organization, the purpose and objectives of the United
States contribution, a description of the benefits to United Stats na-
tional security or other national interests.

[SEc. 307. WITHHOLDING OF UNITED STATES PROPORTIONATE
SHARE FOR CERTAIN PROGRAMS OF INTERNATIONAL ORGANIZA-
TIOoNS.—(@) Notwithstanding any other provision of law, none of the
funds authorized to be appropriated by this chapter shall be avail-
able for the United States proportionate share for programs for
Burma, lIraq, North Korea, Syria, Libya, Iran, Cuba, or the Pal-
estine Liberation Organization or for projects whose purpose is to
provide benefits to the Palestine Liberation Organization or enti-
ties associated with it.

[(b) The Secretary of State—

[(2) shall review, at least annually, the budgets and accounts
of all international organizations receiving payments of any
funds authorized to be appropriated by this chapter; and
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[(2) shall report to the appropriate committees of the Con-
gress the amounts of funds expended by each such organiza-
tion for the purposes described in subsection (a) and the
amount contributed by the United States to each such organi-
zation.

[(c) The limitations of subsection (a) shall not apply to contribu-
tions to the International Atomic Energy Agency or the United Na-
tions Children’s Fund (UNICEF).]

SEC. 307. WITHHOLDING OF UNITED STATES PROPORTIONATE SHARE
FOR PROGRAMS OF INTERNATIONAL ORGANIZATIONS.

(a) REQUIREMENT To WiTHHoLD.—Funds authorized to be appro-
priated by this chapter shall not be available for the United States
proportionate share for programs, projects, or activities for countries
or organizations described in subsection (d). This prohibition ap-
plies notwithstanding any provision of law that earmarks funds
under this chapter for a specified international organization or pro-
gram.

(b) Use oF FunDps WITHHELD.—Funds returned or not made
available for programs or projects pursuant to subsection (a) shall
be returned to the miscellaneous receipts account of the Treasury of
the United States.

(c) OBLIGATIONS.—The President—

(1) shall review, at least annually, the budgets and accounts
of all international organizations receiving payments of any
funds authorized to be appropriated by this chapter; and

(2) shall report to the appropriate congressional committees
the amounts of funds expended by each such organization for
programs or projects described in subsection (d) and the
amount contributed by the United States to each such organiza-
tion.

(d) PROGRAMS AND PRrRoJECTS CovERED.—Subsection (a) applies
with respect to programs, projects, or activities for Cuba, Iran,
Libya, Iraq, North Korea, Sudan, Syria, and Burma.

* * * * * * *

Chapter 8—International Narcotics Control

* * * * * * *

SEC. 490A. AgONliJQ)IZ CERTIFICATION PROCEDURES AFTER SEPTEMBER
(&) WITHHOLDING OF BILATERAL ASSISTANCE AND OPPOSITION TO
MULTILATERAL DEVELOPMENT ASSISTANCE.—

(1) BILATERAL ASSISTANCE.—Fifty percent of the United
States assistance allocated each fiscal year in the report re-
quired by section 653 for each major illicit drug producing
country or major drug-transit country shall be withheld from
obligation and expenditure, except as provided in [subsection
(b)] subsections (b) and (h).

(2) MULTILATERAL ASSISTANCE.—The Secretary of the Treas-
ury shall instruct the United States Executive Director of each
multilateral development bank to vote, on and after March 1
of each year, against any loan or other utilization of the funds
of their respective institution to or for any major illicit drug
producing country or major drug-transit country, except as pro-
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vided in [subsection (b)] subsections (b) and (h). For purposes
of this paragraph, the term “multilateral development bank”
means the International Bank for Reconstruction and Develop-
ment, the International Development Association, the Inter-
American Development Bank, the Asian Development Bank,
the African Development Bank, and the European Bank for
Reconstruction and Development.
(b) CERTIFICATION PROCEDURE.—

(1) WHAT MUST BE CERTIFIED.—Subject to subsection (d) and
paragraph (6) of this subsection, and except as provided for in
subsection (h) the assistance withheld from a country pursuant
to subsection (a)(1) may be obligated and expended, and the re-
quirement of subsection (a)(2) to vote against multilateral de-
velopment bank assistance to a country shall not apply, if the
President determines and certifies to the Congress, at the time
of the submission of the report required by section 489A(a),
that—

* * * * * * *

(6) LimiTtaTioN.—Beginning with the annual certification re-
quired on March 1, 1996, the President may not make a certifi-
cation under this paragraph with respect to a country in any
year which immediately follows a period of two consecutive
years in which such certifications have been made with respect
to that country.

* * * * * * *

(d) ConGREssIONAL ReviEw.—Subsection (e) shall apply if, with-
in 45 days of continuous session (within the meaning of section
601(b)(1) of the International Security Assistance and Arms Export
Control Act of 1976) after receipt of a certification under subsection
(b) or subsection (h), the Congress enacts a joint resolution dis-
approving the determination of the President contained in such cer-
tification.

(e) DENIAL OF ASSISTANCE FOR COUNTRIES DECERTIFIED.—(1) If
the President does not make a certification under subsection (b)
with respect to a country or the Congress enacts a joint resolution
disapproving such certification, then until such time as the condi-
tions specified in subsection (f)(1) are satisfied—

[(2) funds] (A) funds may not be obligated for United States
assistance for that country, and funds previously obligated for
United States assistance for that country may not be expended
for the purpose of providing assistance for that country; and

[(2) the] (B) the requirement to vote against multilateral de-
velopment bank assistance pursuant to subsection (a)(2) shall
apply with respect to that country, without regard to the date
specified in that subsection.

(2) If the President does not make a certification under subsection
(h) with respect to Colombia or the Congress enacts a joint resolu-
tion disapproving such certification, then until such time as the con-
ditions specified in subsection (f)(1)(B) are satisfied, subparagraphs
(A) and (B) of paragraph (1) shall apply.

(f) RECERTIFICATION.—
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(1) TIME OF RECERTIFICATION; CONGRESSIONAL ACTION.—Sub-
sect_ilon (e) shall apply to a country described in that subsection
until—

[(A) the President] (A)(i) the President makes a certifi-
cation under subsection (b) with respect to that country,
and the Congress does not enact a joint resolution under
subsection (d) disapproving the determination of the Presi-
dent contained in that certification; or

[(B) the President] (ii) the President submits, at any
other time, a certification described in subparagraph (A)
and (B) of subsection (b)(1) with respect to such country,
and the Congress enacts a joint resolution approving the
determination of the President contained in that
certification[.] ; or

(B) the President makes a certification under subsection
(h) with respect to Colombia, and the Congress does not
enact a joint resolution under subsection (d) disapproving
the determination of the President contained in that certifi-
cation.

(2) CONGRESSIONAL REVIEW PROCEDURES.—(A) Any joint res-
olution under this section shall be considered in the Senate in
accordance with the provisions of section 601(b) of the Inter-
national Security Assistance and Arms Export Control Act of
1976.

(B) For the purpose of expediting the consideration and en-
actment of joint resolutions under this section, a motion to pro-
ceed to the consideration of any such joint resolution after it
has been reported by the appropriate committee shall be treat-
ed as highly privileged in the House of Representatives.

* * * * * * *

(h) SPeciAL DETERMINATION AND CERTIFICATION PROCEDURES
FOR CoLomBlA.—For fiscal years 1996 and 1997, the following cer-
tification procedures shall apply for Colombia in lieu of the proce-
dures provided for in subsection (b)(1):

(1) WHAT MUST BE CERTIFIED.—Subject to subsection (d), the
assistance withheld from Colombia pursuant to subsection
(a)(1) may be obligated and expended, and the requirement of
subsection (a)(2) to vote against multilateral development bank
assistance to or for a country shall not apply with respect to Co-
lombia—

(A)(i) for fiscal year 1996 if the President determines and
certifies to the Congress by March 1, 1996, the matters set
forth in paragraph (2), and

(ii) for fiscal year 1997 if the President determines and
certifies to the Congress by March 1, 1997, the matters set
forth in paragraph (3); or

(B) for either fiscal year 1996 or fiscal year 1997, if the
President determines and certifies to the Congress by
March 1 of the relevant fiscal year that the vital national
interests of the United States require that the assistance
withheld pursuant to subsection (a)(1) be provided and that
the United States not vote against multilateral development
bank assistance for that country pursuant to subsection

(@)(2).
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(2) MATTERS REQUIRED TO BE CERTIFIED FOR FISCAL YEAR
1996.—The matters referred to in paragraph (1)(A) are:

(A) That the Government of Colombia has made substan-
tial progress in the following matters specifically committed
to by the President of Colombia:

(i) Investigating contributions by drug traffickers to
political parties in Colombia.

(i) Providing funding for a sustainable alternative
development program to encourage Colombian farmers
to grow legal crops.

(1ii) Utilizing the law enforcement resources of Co-
lombia to investigate, capture, convict, and imprison
major drug lords in Colombia and their accomplices.

(iv) Implementing and funding a proposed plan for
the improvement of the administration of the Ministry
of Justice of Colombia.

(v) Acting effectively to confiscate profits from activi-
ties related to illegal drugs and drug trafficking.

(vi) Enacting legislation to implement the United
Nations Convention Against lllicit Traffic in Narcotic
Drugs and Psychotropic Substances.

(vii) Dismantling the infrastructure in Colombia that
is used for processing illegal drugs, interdicting the
chemicals used for such processing, and seizing or dis-
abling vehicles (including airplanes and ships) used to
transport processed illegal drugs.

(viii) Investing in technology to improve surveillance
of airports, waterways, and seaports in Colombia.

(ix) Tightening the law enforcement capabilities and
commencing construction of an installation for the Co-
lombia Coast Guard on San Andres Island, Colombia,
in order to provide effective surveillance of airplane
and ship traffic that departs from the island.

(x) Improving the aircraft detection and interception
systems of Colombia, including the purchase of aircraft
detectors.

(xi) Encouraging the adoption of an Inter-American
convention to ban the establishment of a financial safe
haven in any country in the Western Hemisphere.

(B) That the Government of Colombia has accomplished
the following matters specifically committed to by the Presi-
dent of Colombia:

(i) The implementation of necessary reforms to in-
crease the sentences served by drug traffickers so that
the penalties be commensurate with the serious nature
of their crimes and to remove loopholes for such traf-
fickers to enter into lenient plea bargaining arrange-
ments.

(if) The creation of an effective investigation unit to
detect and bring to prosecution individuals in Colom-
bia who engage in corrupt activities related to drugs
and drug trafficking.

(iii) The implementation of legislation to prohibit
money laundering.
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(iv) Implementation of Plan Resplandor, which calls
for the destruction of at least 37,000 hectares of coca
and poppy plants in Colombia by January 1, 1996.

(3) MATTERS REQUIRED TO BE CERTIFIED FOR FISCAL YEAR
1997.—The matters referred to in paragraph (1)(B) are:

(A) That the Government of Colombia continues to make
substantial progress with respect to the following matters
specifically committed to by the President of Colombia:

(i) Investigating contributions by drug traffickers to
political parties in Colombia and prosecuting those
found responsible for such contributions or the accept-
ance of the same.

(if) Providing funding for a sustainable alternative
development program to encourage Colombian farmers
to grow legal crops.

(iii) Utilizing the law enforcement resources of Co-
lombia to investigate, capture, convict, and imprison
major drug lords in Colombia and their accomplices.

(iv) Implementing and funding fully a proposed plan
for the improvement of the administration of the Min-
istry of Justice of Colombia.

(v) Acting effectively to confiscate profits from activi-
ties related to illegal drugs and drug trafficking.

(vi) Enforcing effectively a statute prohibiting money
laundering.

(vii) Implementing necessary reforms to make drug
traffickers’ sentences commensurate with the nature of
their crimes and to eliminate loopholes by which such
traffickers enter into lenient plea bargaining arrange-
ments.

(viii) Deploying an effective investigation unit to de-
tect and bring to prosecution individuals in Colombia
who engage in corrupt activities related to illegal drugs
and drug trafficking.

(ix) Dismantling the infrastructure in Colombia that
is used for processing illegal drugs, interdicting the
chemicals used for such processing, and seizing or dis-
abling vehicles (including airplanes and ships) used to
transport processed illegal drugs.

(x) Investing in technology to improve surveillance of
airports, waterways, and seaports in Colombia.

(xi) Improving the aircraft detection and interception
systems of Colombia and utilizing such systems.

(xii) Encouraging the adoption of an Inter-American
convention to ban the establishment of a financial safe
haven in any country in the Western Hemisphere.

(B) That the Government of Colombia has accomplished
the following matters specifically committed to by the Presi-
dent of Colombia:

(i) The enactment of legislation to implement the
United Nations Convention Against lllicit Traffic in
Narcotic Drugs and Psychotropic Substances.

(i1) The destruction of all illicit crops, estimated at
70,000 hectares.
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(iii) The construction of an installation for the Co-
lombia Coast Guard on San Andres Island, Colombia,
in order to provide effective surveillance of airplane
and ship traffic that departs from the island.

(4) ReEpoRrTs.—The Secretary of State shall submit to the ap-
propriate congressional committees a report—

(A) not later than September 1, 1995, on the progress and
accomplishments made by the Government of Colombia in
the matters set forth in paragraph (2); and

(B) not later than September 1, 1996, on the progress and
accomplishments made by the Government of Colombia in
the matters set forth in paragraph (3).

(i) ADDITIONAL SANCTIONS.—

(1) AppLicaBILITY.—Notwithstanding any other provision of
law, and after transmitting the notice provided for in para-
graph (3), in any instance where the President does not make
a determination regarding a major illicit drug-producing coun-
try or major drug-transit country pursuant to subsection (b) or
(h), or the Congress enacts a joint resolution disapproving such
certification, the President, in addition to those actions required
by subsection (a), may take any or all of the following actions
that the President deems appropriate to achieve the objectives of
this section:

(A) SUSPENSION OF BILATERAL ASSISTANCE.—Suspend all
funds, or any combination of funds, activities, or programs,
authorized under the Foreign Assistance Act of 1961 or the
Arms Export Control Act.

(B) EXPORT-IMPORT BANK.—Suspend financing by the Ex-
port-lmport Bank of the United States under the Export-
Import Bank Act of 1945.

(C) LICENSES FOR COMMERCIAL ARMS EXPORTS.—Suspend
the obligation or expenditure of all funds to license the
commercial export of items on the United States Munitions
List under section 38 of the Arms Export Control Act.

(D) MiLiTARY ACTIVITIES.—Suspend the obligation and
expenditure of all funds expended for purposes of carrying
out military activities in Colombia or that benefit Colom-
bia, including joint military activities.

(E) EXCLUSION FROM ENTRY INTO THE UNITED STATES.—
Take all reasonable steps provided by law to ensure that
public officials of such country, regardless of rank, who are
implicated in drug-related corruption, their immediate rel-
atives, and their business partners are not permitted entry
into the United States, consistent with the provisions of the
Immigration and Nationality Act (8 U.S.C. 1101 et seq.),
until the completion by the government of that country of
an investigation into the drug-related corruption of the offi-
cial that is satisfactory to the Secretary of State and the At-
torney General of the United States.

(F) TRADE PREFERENCES.—

(i) ANDEAN TRADE PREFERENCE AcCT.—Withdraw the
designation of such country as a beneficiary country
under section 203 of the Andean Trade Preference Act
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(19 U.S.C. 3202), if applicable, pursuant to the proce-
dures set forth in subsection (e) of that section.

(i) TRADE ACT OF 1974.—Terminate the designation
of such country as a beneficiary developing country
under section 502 of the Trade Act of 1974 (19 U.S.C.
2462), pursuant to the procedures set forth in sub-
section (a)(2) of that section.

(ili) FREE TRADE AGREEMENTS.—Deny such country
participation in the discussion or implementation of a
free trade agreement involving Western Hemisphere
countries, if applicable.

(2) SENSE OF THE CONGRESS REGARDING PARTICIPATION IN
FREE TRADE AGREEMENTS.—It is the sense of the Congress
that—

(A) the United States should not extend tariff or quota
treatment equivalent to that accorded to members of the
North American Free Trade Agreement, or extend partici-
pation in the North American Free Trade Agreement, to
any major drug-producing country or major drug-transit
country not certified under subsection (b) or (h); and

(B) such a country should not be allowed to participate
in the discussion or implementation of a free trade agree-
ment involving Western Hemisphere countries.

(3) REQUIREMENTS FOR IMPOSITION AND TERMINATION OF
SANCTIONS.—

(A) IMPOSITION OF SANCTIONS.—

(i) CONGRESSIONAL NOTIFICATION.—The President
shall impose sanctions under this subsection by trans-
mitting to the appropriate congressional committees a
notice setting forth the sanctions to be imposed.

(i1) EFFECTIVE DATE.—ANY sanctions selected by the
President to be imposed under this subsection shall
take effect 7 calendar days after the notice has been re-
ceived by the Congress.

(B) TERMINATION OF SANCTIONS.—(i) Sanctions imposed
under this subsection shall terminate 15 calendar days
after the date on which the President transmits to the ap-
propriate congressional committees a notice terminating the
sanctions.

(ii) Upon the termination of sanctions under paragraph
(1)(F), any trade designation withdrawn or terminated
under paragraph (1)(F) shall be reinstated pursuant to the
provisions of the applicable law under which the trade ben-
efits were extended.”.

SEC. 490B. REPORTS ON ERADICATION OF PRODUCTION AND TRAF-

FICKING IN NARCOTIC DRUGS AND MARIJUANA.

(a) IN GENERAL.—Not later than January 30 and June 30 of each
year, the President shall submit to the appropriate congressional
committees a report on the progress made by the United States in
eradicating production of and trafficking in illicit drugs. The report
shall be submitted in unclassified form with a classified annex, if
required.

(b) REPORT ELEMENTS.—Each report under subsection (a) shall
include the following:
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(1) A description of the actions taken by the United States
during the 6-month period preceding the date of the report—

(A) to assist countries in which illicit drugs are produced
in arresting, convicting, and imprisoning individuals and
groups that produce such drugs; and

(B) to assist countries through which illicit drugs des-
tined for the United States are shipped in arresting, con-
victing, and imprisoning individuals and groups that ship
such drugs.

(2) A description of other actions taken by the United States
during that period—

(A) to assist countries in which cocaine is produced in
eradicating the production of coca; and

(B) to decrease the flow of illicit drugs into the United
States.

(3) An assessment of the effectiveness of the actions covered
by paragraphs (1) and (2).

(4) A description of the major drug trafficking organizations
that operate in the United States and a plan that sets forth the
manner in which the law enforcement resources of the United
States will be utilized to dismantle such organizations.

(5) A statement of the number of deaths due to illicit drugs
(including deaths due to drug-related murders and deaths by
drug-induced overdoses) in the United States during that pe-
riod.

(6) A statement of the number of arrests and incarcerations
related to illicit drugs in the United States during that period.

(¢) REQUIREMENT FOR JANUARY 30, 1996, REPORT.—INn addition
to the matters set forth in subsection (b), the report submitted by the
President under subsection (a) for January 30, 1996, shall include
an assessment of the capability of the United States to eradicate
coca production in the Western Hemisphere, including—

(1) an assessment of whether or not complete eradication of
coca production in the Western Hemisphere is technologically
feasible; and

(2) if eradication of such production is considered feasible, an
assessment of—

(A) the resources (including any herbicides and aircraft)
required for the eradication;

(B) the environmental consequences of the utilization of
any herbicide proposed for use in the eradication;

(C) the time required for completion of the eradication;
and

(D) the cost of the eradication.

(d) DEFINITIONS.—AS used in this section—

(1) The term “illicit drugs” means marihuana and narcotic
drugs.

(2) The term “marijuana” has the meaning given such term
in section 102(16) of the Controlled Substances Act (21 U.S.C.
802(16)).

(3) The term “narcotic drug” has the meaning given such
term in section 102(17) of such Act (21 U.S.C. 802(17)).

* * * * * * *
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Chapter 9—International Disaster Assistance

* * * * * * *

SeEc. 492. AuTHoRIzATION.—[(a) There are authorized to be ap-
propriated to the President to carry out section 491, $25,000,000
for the fiscal year 1986 and $25,000,000 for the fiscal year 1987.
Amounts appropriated under this section are authorized to remain
available until expended.] (a) There are authorized to be appro-
priated to the President to carry out section 491, in addition to
funds otherwise available for such purposes, $200,000,000 for fiscal
year 1996 and $200,000,000 for fiscal year 1997.

* * * * * * *

PART 11
Chapter 1—Policy

* * * * * * *

Sec. 502. UTILIZATION OF DEFENSE ARTICLES AND SERVICES.—
Defense articles and defense services to any country shall be fur-
nished [solely] for internal security (including for law enforcement
purposes), for legitimate self-defense, to permit the recipient coun-
try to participate in regional or collective arrangements or meas-
ures consistent with the Charter of the United Nations, or other-
wise to permit the recipient country to participate in collective
measures requested by the United Nations for the purpose of main-
taining or restoring international peace and security, or for the
purpose of assisting foreign military forces in less developed friend-
ly countries (or the voluntary efforts of personnel of the Armed
Forces of the United States in such countries) to construct public
works and to engage in other activities helpful to the economic and
social development of such friendly countries. It is the sense of the
Congress that such foreign military forces should not be main-
tained or established solely for civic action activities and that such
civic action activities not significantly detract from the capability
of the military forces to perform their military missions and be co-
ordinated with and form part of the total economic and social de-
velopment effort.

[Sec. 502A. Excess DeErFENSE ARTICLES.—EXcess defense articles
shall be provided whenever possible rather than providing such ar-
ticles by the procurement of new items.]

* * * * * * *

Chapter 2—Miilitary Assistance
SEC. 503. * * *

* * * * * * *

Sec. 506. SpeciaL AuTHORITY.—(a)(1) If the President deter-
mines and reports to the Congress in accordance with section 652
of this Act that—

(A) an unforeseen emergency exists which requires imme-
diate military assistance to a foreign country or international
organization; and
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(B) the emergency requirement cannot be met under the au-
thority of the Arms Export Control Act or any other law except
this section;

he may direct, for the purposes of this part, the drawdown of de-
fense articles from the stocks of the Department of Defense, de-
fense services of the Department of Defense, and military education
and training, of an aggregate value of not to exceed [$75,000,0001
$100,000,000 in any fiscal year.

(2)(A) If the President determines and reports to the Congress in
accordance with section 652 of this Act that it is in the national
interest of the United States to draw down [defense articles from
the stocks of the Department of Defense, defense services of the
Department of Defense, and military education and training, he
may direct—] articles and services from the inventory and resources
of any agency of the United States Government and military edu-
cation and training from the Department of Defense, the President
may direct the drawdown of such articles, services, and military
education and training—

[(i) the drawdown of such articles, services, and the provi-
sion of such training for the purposes and under the authori-
ties of chapters 8 and 9 of part I, as the case may be; and

[(ii) the drawdown of defense services for the purposes and
under the authorities of the Migration and Refugee Assistance
Act of 1962.]

(i) for the purposes and under the authorities of—

() chapter 8 of part | (relating to international narcotics
control assistance);

(1) chapter 9 of part | (relating to international disaster
assistance); or

(1) the Migration and Refugee Assistance Act of 1962;
or

(ii) for the purposes of providing such articles, services, and
military education and training to Vietnam, Cambodia, and
Laos as the President determines are necessary—

(1) to support efforts to locate and repatriate members of
the United States Armed Forces and civilians employed di-
rectly or indirectly by the United States Government who
remain unaccounted for from the Vietham War; and

(11 to ensure the safety of United States Government per-
sonnel engaged in such cooperative efforts and to support
Department of Defense-sponsored humanitarian projects as-
sociated with such efforts.

(B) An aggregate value of not to exceed [$75,000,000 in any fis-
cal year of defense articles, defense services, and military education
and training may be provided pursuant to subparagraph (A) of this
paragraph.] $150,000,000 in any fiscal year of such articles, serv-
ices, and military education and training may be provided pursuant
to subparagraph (A) of this paragraph—

(i) not more than $75,000,000 of which may be provided from
the drawdown from the inventory and resources of the Depart-
ment of Defense;

(i) not more than $75,000,000 of which may be provided pur-
suant to clause (i)(I) of such subparagraph; and
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(iii) not more than $15,000,000 of which may be provided to
Vietnam, Cambodia, and Laos pursuant to clause (ii) of such
subparagraph.

(b)(1) The authority contained in this section shall be effective for
any such emergency only upon prior notification to the Committee
on Foreign Affairs of the House of Representatives, the Committee
on Foreign Relations of the Senate, and the Committee on Appro-
priations of each House of Congress. In the case of drawdowns au-
thorized by subclauses (1) and (I11) of subsection (a)(2)(A)(i), notifi-
cations shall be provided to those committees at least 15 days in ad-
vance in accordance with the procedures applicable to
reprogramming notifications under section 634A.

* * * * * * *

SeEC. 514. STOCKPILING OF DEFENSE ARTICLES FOR FOREIGN
CounNTRrIES.—(a) No defense article in the inventory of the Depart-
ment of Defense which is set aside, reserved, or in any way ear-
marked or intended for future use by any foreign country may be
made available to or for use by any foreign country unless such
transfer is authorized under this Act or the Arms Export Control
Act, or any subsequent corresponding legislation, and the value of
such transfer is charged against funds authorized under such legis-
lation or against the limitations specified in such legislation, as ap-
propriate, for the fiscal period in which such defense article is
transferred. For purposes of this subsection, “value” means the ac-
quisition cost plus crating, packing, handling, and transportation
costs incurred in carrying out this section.

(b)(1) The value of defense articles to be set aside, earmarked, re-
served, or intended for use as war reserve stocks for allied or other
foreign countries (other than for purposes of the North Atlantic
Treaty Organization [or in the implementation of agreements with
Israel]) in stockpiles located in foreign countries may not exceed in
any fiscal year an amount that is specified in security assistance
authorizing legislation for that fiscal year.

[(2) The value of such additions to stockpiles in foreign countries
shall not exceed a total of $200,000,000 for stockpiles in Israel for
fiscal years 1994 and 1995, up to $40,000,000 may be made avail-
able for stockpiles in the Republic of Korea, and up to $10,000,000
may ?e made available for stockpiles in Thailand for fiscal year
1995.

(2)(A) The value of such additions to stockpiles of defense articles
in foreign countries shall not exceed $50,000,000 for each of the fis-
cal years 1996 and 1997.

(B) Of the amount specified in subparagraph (A) for each of the
fiscal years 1996 and 1997, not more than $40,000,000 may be
made available for stockpiles in the Republic of Korea and not more
than $10,000,000 may be made available for stockpiles in Thailand.

[(c) Except for stockpiles in existence on June 30, 1976 and for
stockpiles located in the Republic of Korea, Thailand, or countries
which are members of the North Atlantic Treaty Organization, or
major non-NATO allies, no stockpile may be located outside the
boundaries of a United States military base or a military base used
primarily by the United States.]

(c) LOCATION OF STOCKPILES OF DEFENSE ARTICLES.—
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(1) LimitaTION.—EXcept as provided in paragraph (2), no
stockpile of defense articles may be located outside the bound-
aries of a United States military base or a military base used
primarily by the United States.

(2) ExcepTioNs.—Paragraph (1) shall not apply with respect
to stockpiles of defense articles located in the Republic of Korea,
Thailand, any country that is a member of the North Atlantic
Treaty Organization, any country that is a major non-NATO
ally, or any other country the President may designate. At least
15 days before designating a country pursuant to the last clause
of the preceding sentence, the President shall notify the congres-
sional committees specified in section 634A(a) in accordance
with the procedures applicable to reprogramming notifications
under that section.

* * * * * * *

Sec. 515. OVERSEAS MANAGEMENT OF ASSISTANCE AND SALES
ProGcraMs.—(a) In order to carry out his responsibilities for the
management of international security assistance programs con-
ducted under this chapter, chapter 5 of this part, and the Arms Ex-
port Control Act, the President may assign members of the Armed
Forces of the United States to a foreign country to perform one or
more of the following functions:

(1) equipment and services case management;

(2) training management;

(3) program monitoring;

(4) evaluation and planning of the host government's mili-
tary capabilities and requirements;

(5) administrative support;

(6) promoting rationalization, standardization, interoper-
ability, and other defense cooperation measures [among mem-
bers of the North Atlantic Treaty Organization and with the
Armed Forces of Japan, Australia, and New Zealand]; and

(7) liaison functions exclusive of advisory and training assist-
ance.

* * * * * * *

[SEc. 516. MODERNIZATION OF DEFENSE CAPABILITIES OF COUN-
TRIES OF NATO’s SOUTHERN FLANK.—(a) AUTHORITY TO TRANSFER
Excess DErFeNsE ARTICLEs.—Notwithstanding any other provision
of law and subject to subsection (b), the President may transfer (1)
to those member countries of the North Atlantic Treaty Organiza-
tion (NATO) on the southern flank of NATO which are eligible for
United Stats security assistance and which are integrated into
NATO’s military structure, (2) to major non-NATO allies on the
southern and southeastern flank of NATO which are eligible for
United States security assistance, and (3) to those countries which,
as of October 1, 1990, contributed armed forces to deter Iragi ag-
gression in the Arabian Gulf, and which either received Foreign
Military Financing (FMF) assistance in fiscal year 1990 or are in
the Near East Region and received Foreign Military Financing
(FMF) assistance in fiscal year 1991 or fiscal year 1992, such ex-
cess defense articles as the President determines necessary to help
modernize the defense capabilities of such countries. Such excess
defense articles may be transferred without cost to the recipient
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countries. Transfers to recipient countries under this subsection
shall be consistent with the policy framework for the Eastern Medi-
terranean region established in section 620C of this Act.

[(b) LimiTATIONS ON TRANSFERS.—The President may transfer
excess defense articles under this section only if—

[(1) the equipment is drawn from existing stocks of the De-
partment of Defense;

[(2) no funds available to the Department of Defense for the
procurement of defense equipment are expended in connection
with the transfer;

[(3) the President determines that the transfer of the excess
defense articles will not have an adverse impact on the mili-
tary readiness of the United States; and

[(4) the President first considers the effects of the transfer
of the excess defense articles on the national technology and
industrial base, particularly the extent, if any, to which the
transfer reduces the opportunities of entities in the national
technology and industrial base to sell new equipment to the
country or countries to which the excess defense articles are
transferred.

[(c) NoTIFicaTION TO COMMITTEES OF CONGRESS.—The President
may not transfer excess defense articles under this section until 30
days after he has notified the Committees on Armed Services and
Foreign Relations of the Senate and the Committees on Armed
Services and Foreign Affairs of the House of Representatives of the
proposed transfer. This notification shall include a certification of
the need for the transfer and an assessment of the impact of the
transfer on the military readiness of the United States.

[(d) WAIVER OR RETIREMENT FOR REIMBURSEMENT OF DOD Ex-
PENSES.—Section 632(d) shall not apply with respect to transfers of
excess defense articles under this section.

[(e) DerFINITION.—AS used in subsection (a), the term “member
countries of the North Atlantic Treaty Organization (NATO) on the
southern flank of NATO” means Greece, Italy, Portugal, Spain, and
Turkey.

[(f) DURATION OF AUTHORITY.—The authority of this section shall
be effective during fiscal years 1992 through 1996.1

SEC. 516. AUTHORITY TO TRANSFER EXCESS DEFENSE ARTICLES.

(a) AuTHORIZATION.—The President is authorized to transfer ex-
cess defense articles under this section to countries for which receipt
of such articles was justified pursuant to the annual congressional
presentation documents for military assistance programs, or for pro-
grams under chapter 8 of part | of this Act, submitted under section
634 of this Act, or for which receipt of such articles was separately
justified to Congress, for the fiscal year in which the transfer is au-
thorized.

(b) LimITATIONS ON TRANSFERS.—The President may transfer ex-
cess defense articles under this section only if—

(1) such articles are drawn from existing stocks of the Depart-
ment of Defense;

(2) funds available to the Department of Defense for the pro-
curement of defense equipment are not expended in connection
with the transfer;
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(3) the transfer of such articles will not have an adverse im-
pact on the military readiness of the United States;

(4) with respect to a proposed transfer of such articles on a
grant basis, such a transfer is preferable to a transfer on a sales
basis, after taking into account the potential proceeds from, and
likelihood of, such sales, and the comparative foreign policy
benefits that may accrue to the United States as the result of
a transfer on either a grant or sales basis;

(5) the President determines that the transfer of such articles
will not have an adverse impact on the national technology and
industrial base and, particularly, will not reduce the opportuni-
ties of entities in the national technology and industrial base to
sell new or used equipment to the countries to which such arti-
cles are transferred; and

(6) the transfer of such articles is consistent with the policy
framework for the Eastern Mediterranean established under
section 620C of this Act.

(c) TERMS OF TRANSFERS.—

(1) No cosT To RECIPIENT COUNTRY.—EXxcess defense articles
may be transferred under this section without cost to the recipi-
ent country.

(2) PrioriITY.—Notwithstanding any other provision of law,
the delivery of excess defense articles under this section to mem-
ber countries of the North Atlantic Treaty Organization (NATO)
on the southern and southeastern flank of NATO and to major
non-NATO allies on such southern and southeastern flank shall
be given priority to the maximum extent feasible over the deliv-
ery of such excess defense articles to other countries.

(d) WAIVER OF REQUIREMENT FOR REIMBURSEMENT OF DEPART-
MENT OF DEFENSE EXPENSEs.—Section 632(d) shall not apply with
respect to transfers of excess defense articles (including transpor-
tation and related costs) under this section.

(e) TRANSPORTATION AND RELATED COSTS.—

(1) IN GENERAL.—EXxcept as provided in paragraph (2), funds
available to the Department of Defense may not be expended for
crating, packing, handling, and transportation of excess defense
articles transferred under the authority of this section.

(2) ExcepTioN.—The President may provide for the transpor-
tation of excess defense articles without charge to a country for
the costs of such transportation if—

(A) it is determined that it is in the national interest of
the United States to do so;

(B) the recipient is a developing country receiving less
than $10,000,000 of assistance under chapter 5 of part Il
of this Act (relating to international military education and
training) or section 23 of the Arms Export Control Act (22
U.S.C. 2763; relating to the Foreign Military Financing
program) in the fiscal year in which the transportation is
provided;

(C) the total weight of the transfer does not exceed 25,000
pounds; and

(D) such transportation is accomplished on a space avail-
able basis.



143

(f) AbvANCE NOTIFICATION TO CONGRESS FOR TRANSFER OF CER-
TAIN EXCESS DEFENSE ARTICLES.—

(1) IN GeNERAL.—The President may not transfer excess de-
fense articles that are significant military equipment (as de-
fined in section 47(9) of the Arms Export Control Act) or excess
defense articles valued (in terms of original acquisition cost) at
$7,000,000 or more, under this section or under the Arms Ex-
port Control Act (22 U.S.C. 2751 et seq.) until 15 days after the
date on which the President has provided notice of the proposed
transfer to the congressional committees specified in section
634A(a) in accordance with procedures applicable to
reprogramming notifications under that section.

(2) CoNTENTS.—Such notification shall include—

(A) a statement outlining the purposes for which the arti-
cle is being provided to the country, including whether such
article has been previously provided to such country;

(B) an assessment of the impact of the transfer on the
military readiness of the United States;

(C) an assessment of the impact of the transfer on the na-
tional technology and industrial base and, particularly, the
impact on opportunities of entities in the national tech-
nology and industrial base to sell new or used equipment
to the countries to which such articles are to be transferred;
and

(D) a statement describing the current value of such arti-
cle and the value of such article at acquisition.

(g9) AGGREGATE ANNUAL LimITATION.—The aggregate value of ex-
cess defense articles transferred to countries under this section in
any fiscal year may not exceed $350,000,000.

(h) CONGRESSIONAL PRESENTATION DOCUMENTS.—Documents de-
scribed in subsection (a) justifying the transfer of excess defense ar-
ticles shall include an explanation of the general purposes of provid-
ing excess defense articles as well as a table which provides an ag-
gregate annual total of transfers of excess defense articles in the pre-
ceding year by country in terms of offers and actual deliveries and
in terms of acquisition cost and current value. Such table shall in-
dicate whether such excess defense articles were provided on a grant
or sale basis.

(i) Excess CoAsT GUARD PROPERTY.—For purposes of this sec-
tion, the term ‘excess defense articles’ shall be deemed to include ex-
cess property of the Coast Guard, and the term ‘Department of De-
fense’ shall be deemed, with respect to such excess property, to in-
clude the Coast Guard.

[SEc. 517. MODERNIZATION OF COUNTERNARCOTICS CAPABILITIES
OF CERTAIN COUNTRIES.—(@) AUTHORITY TO TRANSFER Excess DEe-
FENSE ARTICLES.—Subject to the limitations in this section, the
President may transfer to a country—

[(1) which is a major illicit drug producing country or a
major drug-transit country in Latin America and the Carib-
bean,

[(2) which has a democratic government, and

[(3) whose armed forces do not engage in a consistent pat-
tern of gross violations of internationally recognized human
rights (as defined in section 502B(d)(1)),
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such excess defense articles as may be necessary to carry out sub-
section (b).

[(b) PurrPose.—Excess defense articles may be transferred under
subsection (a) only for the purpose of encouraging the military
forces and local law enforcement agencies of an eligible country in
Latin America and the Caribbean to participate cooperatively in a
comprehensive national antinarcotics program, conceived and de-
veloped by the government of that country, by conducting activities
within that country and on the high seas to prevent the production,
processing, trafficking, transportation, and consumption of illicit
narcotic or psychotropic drugs or other controlled substances.

[(c) Uses oF Excess DeEFeNSE ARTICLES.—EXxcess defense arti-
cles may be furnished to a country under subsection (a) only if that
country ensures that those excess defense articles will be used pri-
marily in support of antinarcotics activities.

[(d) RoLE OoF THE SECRETARY OF STATE.—The Secretary of State
shall determine the eligibility of countries to receive excess defense
articles under subsection (a). In accordance with section 481(b) of
this Act, the Secretary shall ensure that the transfer of excess de-
fense articles under subsection (a) is coordinated with other
antinarcotics enforcement programs assisted by the United States
Government.

[(e) DoLLAR LimITATION.—The aggregate value of excess defense
articles transferred to a country under subsection (a) in any fiscal
year may not exceed $10,000,000.

[(f) ConDITIONS ON TRANSFERS.—The President may transfer ex-
cess defense articles under this section only if—

[(1) they are drawn from existing stocks of the Department
of Defense;

[(2) funds available to the Department of Defense for the
procurement of defense equipment are not expended in connec-
tion with the transfer;

[(3) the President determines that the transfer of the excess
defense articles will not have an adverse impact on the mili-
tary readiness of the United States; and

[(4) the President first considers the effects of the transfer
of the excess defense articles on the national technology and
industrial base, particularly the extent, if any, to which the
transfer reduces the opportunities of entities in the national
technology and industrial base to sell new equipment to the
country or countries to which the excess defense articles are
transferred.

[(g) TeErms oF TRANSFERs.—Excess defense articles may be
transferred under this section without cost to the recipient country.

[(h) WAIVER OF REQUIREMENT FOR REIMBURSEMENT OF DOD Ex-
PENSES.—Section 632(d) does not apply with respect to transfers of
excess defense articles under this section.

[(i) NoTIFicATION TO CONGRESS.—

[(1) AbvaNcE NoOTICE.—The President may not transfer ex-
cess defense articles under this section until 15 days after the
President has provided notice of the proposed transfer to the
committees specified in paragraph (2). This notification shall
include—

L(A) a certification of the need for the transfer;
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[(B) an assessment of the impact of the transfer on the
military readiness of the United States; and

[(C) a statement of the value of the excess defense arti-
cles to be transferred.

[(2) CommiTTEES TO BE NOTIFIED.—Notice shall be provided
pursuant to paragraph (1) to the Committee on Armed Serv-
ices, the Committee on Foreign Affairs, and the Committee on
Appropriations of the House of Representatives and the Com-
mittee on Armed Services, the Committee on Foreign Rela-
tions, and the Committee on Appropriations of the Senate.

[(j) LimiTATION ON USE OF OTHER AUTHORITIES TO TRANSFER EXx-
CceEss DEFENSE ARTICLES.—The transfer authority provided in sec-
tions 518 and 519 may not be exercised with respect to any major
illicit drug producing country or major drug-transit country in
Latin America or the Caribbean.

[(k) Excess CoasT GUARD PrRoPERTY.—As used in this section,
the term “excess defense articles” shall be deemed to include excess
property of the Coast Guard, and the term “Department of De-
fense” shall be deemed, with respect to such excess property, to in-
clude the Coast Guard.

[Sec. 518. NATURAL RESOURCES AND WILDLIFE MANAGEMENT.—

[(a) AUTHORITY TO TRANSFER NONLETHAL ExCEss DEFENSE ARTI-
CLES AND SMALL ArRMs.—Subject to the limitations in this section,
the President may transfer nonlethal excess defense articles and
small arms to friendly countries and to international organizations
and private and voluntary organizations for the purposes contained
in section 119 of this Act.

[(b) LimiTATION ON TRANSFERs.—Transfers under this section
shall be subject to the limitations contained in section 516(b).

[(c) TRANSPORTATION.—The Department is authorized to trans-
port nonlethal excess defense articles and small arms made avail-
able pursuant to this section without charge on a space available
basis.

[(d) WAIVER OF REQUIREMENTS FOR REIMBURSEMENT oF DOD
ExPENSEs.—Section 632(d) shall not apply with respect to transfers
of nonlethal excess defense articles and small arms under this sec-
tion or the transportation of such articles as authorized by sub-
section (c).

[(e) NoTIFicaTION TO COMMITTEES OF CONGRESS.—The President
may not transfer nonlethal excess defense articles and small arms
under this section until 30 days after he has notified the Commit-
tees on Appropriations of the proposed transfer. This notification
shall include a certification of the need for the transfer and an as-
sessment of the impact of the transfer on the military readiness of
the United States. Transfers under this section shall also be sub-
ject to the notification requirements of section 516(c) of this Act.

[Sec. 519. ADDITIONAL AUTHORITIES RELATING TO MODERNIZA-
TION OF MILITARY CAPABILITIES.—(a) AUTHORITY TO TRANSFER EX-
cess DEFENSE ARTICLES.—Notwithstanding any other provision of
law (except title V of the national Security Act of 1947) and subject
to subsection (b), the President may transfer to countries for whom
a foreign military financing program was justified for the fiscal
year in which the transfer is authorized, such nonlethal excess de-
fense articles as the President determines necessary to help mod-
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ernize the defense capabilities of such countries, in accordance with
the provisions of this section.

[(b) LimiTATIONS ON TRANSFERS.—The President may transfer
non-lethal excess defense articles under this section only if—

[(1) the equipment is drawn from existing stocks of the De-
partment of Defense;

[(2) no funds available to the Department of Defense for the
procurement of defense equipment are expended in connection
with the transfer;

[(3) the President determines that the transfer of the
nonlethal excess defense articles will not have an adverse im-
pact on the military readiness of the United States;

[(4) the President determines that transferring the articles
under the authority of this section is preferable to selling
them, after taking into account the potential proceeds from,
and likelihood of, such sales, and the comparative foreign pol-
icy benefits that may accrue to the United States as the result
of either a transfer or sale; and

[(5) the President first considers the effects of the transfer
of the excess defense articles on the national technology and
industrial base, particularly the extent, if any, to which the
transfer reduces the opportunities of entities in the national
technology and industrial base to sell new equipment to the
country or countries to which the excess defense articles are
transferred.

[(c) NoTIFicaTION TO CoNGRESS.—The President shall notify the
Committees on Appropriations, Armed Services, and Foreign Rela-
tions of the Senate, and the Committees on Appropriations, Armed
Services, and Foreign Affairs of the House of Representatives fif-
teen days before transferring nonlethal excess defense articles
under subsection (a), in accordance with the regular notification
procedures of those committees.

[(d) WAIVER OF REQUIREMENT FOR REIMBURSEMENT OF DOD Ex-
PENSES.—Section 632(d) shall not apply with respect to transfers of
nonlethal excess defense articles under this section.

[(e) ANNUAL REPORT.—Commencing in 1991, not later than De-
cember 15 of each year, the President shall transmit to the commit-
tees described in subsection (¢) a report with respect to the pre-
vious fiscal year which contains—

[(1) a list of the countries to which the President has fur-
nished nonlethal excess defense articles under the authority of
this section; and

[(2) the value of the excess nonlethal defense articles that
were furnished to each such country.

[(f) TRANSPORTATION AND RELATED CosTs.—(1) Except as pro-
vided in paragraph (2), funds available to the Department of De-
fense shall not be expended for crating, packing, handling and
transportation of nonlethal excess defense articles transferred
under the authority of this section.

[(2) Notwithstanding section 632(d) or any other provision of
law, the President may direct the crating, packing, handling and
transport of nonlethal excess defense articles without charge to a
country if—
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[(A) that country has an agreement providing the United
States with base rights in that country;

[(B) that country is eligible for assistance from the Inter-
national Development Association; and

[(C) the nonlethal excess defense articles are being provided
to that country under the authority of this section.

SEC. 520. TRANSFERS OF EXCESS DEFENSE ARTICLES FOR INTER-
NATIONAL PEACEKEEPING OPERATIONS.

[(a) GENERAL AUTHORITY.—The President may transfer to inter-
national and regional organizations of which the United States is
a member such excess defense articles as the President determines
necessary to support international peacekeeping operations and
other activities and operations to maintain and restore inter-
national peace and security. Such transfers shall be on such terms
and conditions as the President may determine, consistent with
this section.

[(b) CONDITIONALITY OF AUTHORITY.—

[(1) IN ceENERAL.—The authority of subsection (a) may not be
exercised with respect to an international or regional organiza-
tion until the United States has entered into a written agree-
ment with that organization providing that the value of any
excess defense articles transferred under this section shall be
credited against United States assessed contributions to that
organization. For purposes of this paragraph, the term “value”
means such amount as may be agreed upon by the United
States and the recipient organization, except that such amount
may not be less than the value (as defined in section 644(m)(1)
of this Act) of the articles transferred.

[(2) CREDITING OF TRANSFERS.—(A) The credit provided for
pursuant to paragraph (1) shall be counted against United
States assessed contributions to the recipient organization that
are payable from the “Contribution to International Peacekeep-
ing Activities” account of the Department of State, except to
the extent such credit is counted, in accordance with subpara-
graph (B), against an assessed contribution payable from an
account established within the Department of Defense.

[(B) If—

[(i) an account is established within the Department of
Defense for payment of a portion of United States assessed
contributions for United Nations operations,

[(ii) excess defense articles are transferred under this
section for a United Nations operation, and

L(iii) the United States assessed contribution for that op-
eration is payable from that account,

[the credit for those excess defense articles shall be counted
against the assessed contribution payable from that account,
but only to the extent that the value of the excess defense arti-
cles so transferred for that operation during a fiscal year does
not exceed the total United States assessed contribution pay-
able for that operation from that account during that fiscal
year.

[(c) LimiTATIONS ON TRANSFERS.—The President may transfer
excess defense articles under this section only if—
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[(1) they are drawn from existing stocks of the Department
of Defense (or the Coast Guard);

[(2) funds available to the Department of Defense (or the
Coast Guard) for the procurement of defense equipment are
not expended in connection with the transfer;

[(3) the transfer of the excess defense articles will not have
an adverse impact on the military readiness of the United
States; and

[(4) the President has established procedures and require-
ments, comparable to those applicable under section 505 of this
Act, to ensure that such excess defense articles will be used
only for purposes that have been agreed to by the United
States.

[(d) NoTIFIcATION TO CONGRESS.—

[(1) IN GENERAL.—The President shall notify the designated
congressional committees regarding any transfer of excess de-
fense articles under this section in accordance with paragraph
(2). This notification shall include—

[(A) a discussion of the need for the transfer;

[(B) an assessment of the impact of the transfer on the
military readiness of the United States; and

[(C) a statement of—

L(i) the acquisition cost and the value (as defined in
section 644(m)(1) of this Act) of the excess defense ar-
ticles to be transferred; and

[(ii) the aggregate acquisition cost and the aggre-
gate value (as so defined) of all excess defense articles
for which notification has been provided under this
subsection during that fiscal year with respect to
transfers to the same organization under this section.

[(2) Timing oF NoTice.—(A) The President shall notify the
designated congressional committees pursuant to paragraph (1)
at least 15 days before the excess defense articles are trans-
ferred under this section, except as provided in subparagraph
(B).

[(B) If the President determines that an unforeseen emer-
gency requires the immediate transfer of excess defense arti-
cles under this section, the President—

[(i) may waive the requirement of subparagraph (A) that
notice be provided at least 15 days in advance of the trans-
fer; and

L(ii) shall promptly notify the designated congressional
committees of such waiver and transfer.

[(3) DEsSIGNATED coMMITTEES.—AS used in this subsection,
the term “designated congressional committees” means the
Committee on Foreign Affairs, the Committee on Armed Serv-
ices, and the Committee on Appropriations of the House of
Representatives and the Committee on Foreign Relations, the
Committee on Armed Services, and the Committee on Appro-
priations of the Senate.

[(e) TRANSPORTATION AND RELATED COSTS.—

[(1) IN GENERAL.—Except as provided in paragraph (2),

funds available to the Department of Defense shall not be ex-
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pended for crating, packing, handling, and transporting excess
defense articles transferred under the authority of this section.

[(2) Exception.—Notwithstanding any other provision of
law, the President may direct the crating, packing, handling,
and transporting of excess defense articles without charge to
an international or regional organization if the President de-
termines that waiving such costs advances the foreign policy
interests of the United States.

[(f) WAIVER OF REQUIREMENT FOR REIMBURSEMENT OoF DOD Ex-
PENSES.—Section 632(d) shall not apply with respect to transfers of
excess defense articles under this section and to any costs of crat-
ing, packing, handling, and transporting incurred under subsection
©)(2).1
SEC. 517. DESIGNATION OF MAJOR NON-NATO ALLIES.

(a) NoTice To CoNGREss.—The President shall notify the Con-
gress in writing at least 30 days before—

(1) designating a country as a major non-NATO ally for pur-
poses of this Act and the Arms Export Control Act (22 U.S.C.
2751 et seq.); or

(2) terminating such a designation.

(b) INniTiAL DesiGNATIONS.—Australia, Egypt, Israel, Japan, the
Republic of Korea, and New Zealand shall be deemed to have been
so designated by the President as of the effective date of this section,
and the President is not required to notify the Congress of such des-
ignation of those countries.

* * * * * * *

Chapter 4—Economic Support Fund

* * * * * * *

SEc. 532. AUTHORIZATIONS OF APPROPRIATIONS.—[(a) There are
authorized to be appropriated to the President to carry out the pur-
poses of this chapter—

[(1) $2,015,000,000 for the fiscal year 1986 and
$2,015,000,000 for the fiscal year 1987 for the following coun-
tries signing the Camp David agreement; Israel and Egypt;
and

[(2) $1,785,000,000 for the fiscal year 1986 and
$1,785,000,000 for the fiscal year 1987 for assistance under
this chapter for recipients or purposes other than the countries
referred to in paragraph (1).1

(a)(1) There are authorized to be appropriated to the President to
carry out the purposes of this chapter $2,375,000,000 for the fiscal
year 1996 and $2,340,000,000 for the fiscal year 1997.

(2) Of the amount authorized to be appropriated by paragraph (1)
for each of the fiscal years 1996 and 1997, $15,000,000 shall be
available only for Cyprus.

(3) Of the amount authorized to be appropriated by paragraph (1)
for fiscal year 1996, $15,000,000 shall be available only for the
International Fund for Ireland.

(4) Of the amount authorized to be appropriated by paragraph (1)
for fiscal year 1996, $10,000,000 shall be available only for the
rapid development of a prototype industrial park in the Gaza Strip.
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(b) Amounts appropriated to carry out this chapter are author-
ized to remain available until expended.

* * * * * * *

Chapter 5—International Military Education and Training

SEc. 541. GENERAL AUTHORITY.—The President is authorized to
furnish, on such terms and conditions consistent with this Act as
the President may determine (but whenever feasible on a reimburs-
able basis), military education and training to military and related
civilian personnel of foreign countries. Such civilian personnel shall
include foreign governmental personnel of ministries other than
ministries of defense, and may also include legislators and individ-
uals who are not members of the government, if the military edu-
cation and training would (i) contribute to responsible defense re-
source management, (ii) foster greater respect for and understand-
ing of the principle of civilian control of the military, (iii) contribute
to cooperation between military and law enforcement personnel
with respect to counternarcotics law enforcement efforts, or (iv) im-
prove military justice systems and procedures in accordance with
internationally recognized human rights. Such training and edu-
cation may be provided through—

(1) attendance at military educational and training facilities
in the United States (other than Service academies) and
abroad;

(2) attendance in special courses of instruction at schools and
institutions of learning or research in the United States and
abroad; and

(3) observation and orientation visits to military facilities
and related activities in the United States and abroad.

* * * * * * *

SEc. 544. EXcHANGE TRAINING.—[In carrying out this chapter,]
(a) In carrying out this chapter, the President is authorized to pro-
vide for attendance of foreign military personnel at professional
military education institutions in the United States (other than
service academies) without charge, and without charge to funds
available to carry out this chapter (notwithstanding section 632(d)
of this Act), if such attendance is pursuant to an agreement provid-
ing for the exchange of students on a one-for-one, reciprocal basis
each fiscal year between those United States professional military
education institutions and comparable institutions of foreign coun-
tries and international organizations.

(b) The President may provide for the attendance of foreign mili-
tary and civilian defense personnel at test pilot flight schools in the
United States without charge, and without charge to funds avail-
able to carry out this chapter (notwithstanding section 632(d) of this
Act), if such attendance is pursuant to an agreement providing for
the exchange of students on a one-for-one basis each fiscal year be-
tween those United States test pilot flight schools and comparable
flight test pilot schools of foreign countries.

* * * * * * *
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Chapter 6—Peacekeeping Operations

* * * * * * *

SEc. 552. AUTHORIZATION OF APPROPRIATIONS.—[(a) There are
authorized to be appropriated to the President to carry out the pur-
poses of this chapter, in addition to amounts otherwise available
for such purposes, $37,000,000 for the fiscal year 1986 and
$37,000,000 for the fiscal year 1987.] (a) There are authorized to
be appropriated to the President to carry out the purposes of this
chapter, in addition to amounts otherwise available for such pur-
poses, $40,000,000 for fiscal year 1996 and $35,000,000 for fiscal
year 1997.

* * * * * * *

Chapter 8—Antiterrorism Assistance

Sec. 571. GENERAL AuTHORITY.—[Subject to the provisions of
this chapter] Notwithstanding any other provision of law that re-
stricts assistance to foreign countries (other than sections 502B and
620A of this Act), the President is authorized to furnish, on such
terms and conditions as the President may determine, assistance
to foreign countries in order to enhance the ability of their law en-
forcement personnel to deter terrorists and terrorist groups from
engaging in international terrorist acts such as bombing, kidnap-
ing, assassination, hostage taking, and hijacking. Such assistance
may include training services and the provision of equipment and
other commodities related to bomb detection and disposal, manage-
ment of hostage situations, physical security, and other matters re-
lating to the detection, deterrence, and prevention of acts of terror-
ism, the resolution of terrorist incidents, and the apprehension of
those involved in such acts.

* * * * * * *

Sec. 573. [SpecIFiIC AUTHORITIES AND] LiMmiTATIONS.—[(a) Not-
withstanding section 660 of this Act, services and commodities may
be granted for the purposes of this chapter to eligible foreign coun-
tries, subject to reimbursement of the value thereof (within the
meaning of section 644(m)) pursuant to section 632 of this Act from
funds available to carry out this chapter.]

[(b)] (&) Whenever the President determines it to be consistent
with and in furtherance of the purposes of this chapter, and on
such terms and conditions consistent with this Act as he may de-
termine, any agency of the United States Government is authorized
to furnish services and commodities, without charge to funds avail-
able to carry out this chapter, to an eligible foreign country, subject
to payment in advance of the value thereof (within the meaning of
section 644(m)) in United States dollars by the foreign country.
Credits and the proceeds of guaranteed loans made available to
such countries pursuant to the Arms Export Control Act shall not
be used for such payments. Collections under this chapter shall be
credited to the currently applicable appropriation, account, or fund
of the agency providing such services and commodities and shall be
available for the purposes for which such appropriation, account, or
fund is authorized to be used.
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[(c)] (b) The Assistant Secretary of State for Democracy, Human
Rights, and Labor shall be consulted in the development and imple-
mentation of the antiterrorism assistance program under this part,
including determinations of the foreign countries that will be fur-
nished assistance under this part and determinations of the nature
of assistance to be furnished to each such country.

[(d)] (c) [(2) Training services (including short term refresher
training) provided pursuant to this chapter may be conducted out-
side the United States only if—

[(A) the training to be conducted outside the United States
will be provided during a period of not more than 30 days;

[(B) such training relates to—

[(i) aviation security;

L(i1) crisis management;

[(iii) document screening techniques;

[(iv) facility security;

[(v) maritime security;

L(vi) VIP protection; or

[(vii)) the handling of detector dogs, except that only
short term refresher training may be provided under this
clause; and

[(C) at least 15 days before such training is to begin, the
Committee on Foreign Affairs of the House of Representatives
and the Committee on Foreign Relations of the Senate are no-
tified in accordance with the procedures applicable to
reprogramming notifications.

[(2) Personnel of the United States Government authorized to
advise eligible foreign countries on antiterrorism matters shall
carry out their responsibilities, to the maximum extent possible,
within the United States. Such personnel may provide advice out-
side the United States on antiterrorism matters to eligible foreign
countries for periods not to exceed 30 consecutive calendar days.]

L[(3)] (1)(A) Except as provided in subparagraph (B), employees
of the Department of State shall not engage in the training of law
enforcement personnel or the provision of services under this chap-
ter.

(B) Subparagraph (A) does not apply to training (including short
term refresher training) or services provided to law enforcement
personnel by employees of the Bureau of Diplomatic Security with
regard to crisis management, facility security, or VIP protection.

L(4)IL(2)(A) Articles on the United States Munitions List may be
made available under this chapter only if—

[(i) they are small arms in category | (relating to firearms),
ammunition in category Il (relating to ammunition) for small
arms in category I, articles in category IV(c) or VI(c) (relating
to detection and handling of explosive devices), articles in cat-
egory X (relating to protective personnel equipment), or articles
in paragraph (b), (c), or (d) of category XlIIl (relating to speech
privacy devices, underwater breathing apparatus and armor
plating), and they are directly related to antiterrorism training
under this chapter;

[(ii) the recipient country is not prohibited by law from re-
ceiving assistance under one or more of the following provi-
sions: chapter 2 of this part (relating to grant military assist-
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ance), chapter 5 of this part (relating to international military
education and training), or the Arms Export Control Act (relat-
ing to foreign military sales financing); and

[(iii) at least 15 days before the articles are made available
to the foreign country, the President notifies the Committee on
Foreign Affairs of the House of Representatives and Committee
on Foreign Relations of the Senate of the proposed transfer, in
accordance with the procedures applicable to reprogramming
notifications pursuant to section 634A of this Act.

[(B) The value (in terms of original acquisition cost) of all equip-
ment and commodities provided under subsection (a) in any fiscal
year may not exceed 25 percent of the funds made available to
carry out this chapter for that fiscal year.

[(C) No shock batons or similar devices may be provided under
this chapter.]

(2)(A) Except as provided in subparagraph (B), funds made avail-
able to carry out this chapter shall not be made available for the
procurement of weapons and ammunition.

(B) Subparagraph (A) shall not apply to small arms and ammu-
nition in categories I and Il of the United States Munitions List
that are integrally and directly related to antiterrorism training
provided under this chapter if, at least 15 days before obligating
those funds, the President notifies the appropriate congressional
committees in accordance with the procedures applicable to
reprogramming notifications under section 634A.

(C) The value (in terms of original acquisition cost) of all equip-
ment and commodities provided under this chapter in any fiscal
year may not exceed 25 percent of the funds made available to carry
out this chapter for that fiscal year.

[(5)1 (3) Assistance under this chapter shall not include provi-
sion of services, equipment, personnel, or facilities involved in the
collection of intelligence as defined in Executive Order 12333 of De-
cember 4, 1981, other than limited training in the organization of
intelligence for antiterrorism purposes.

[(e)]1 (d) This chapter does not apply to information exchange ac-
tivities conducted by agencies of the United States Government
under other authority for such purposes.

[(H] (e) Funds made available to carry out this chapter may not
be used for personnel compensation or benefits.

[SEc. 574 RePorTs To CoNGREss.—(a)(1) Not less than thirty
days before providing assistance to a foreign country under this
chapter, the President shall transmit to the Speaker of the House
of Representatives and the chairman of the Committee on Foreign
Relations of the Senate a written notification which specifies—

[(A) the country to which such assistance is to be provided;

[(B) the type and value of the assistance to be provided;

[(C) the terms and duration of assistance; and

[(D) an explanation of how the proposed assistance will fur-
ther the objectives of this chapter to assist eligible foreign
countries in deterring terrorism.

[(2) The chairman of either the Committee on Foreign Affairs of
the House of Representatives or the Committee on Foreign Rela-
tions of the Senate may request, as deemed necessary, a current
report on the state of observance of and respect for internationally
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recognized human rights in the country to which assistance is to
be provided. In the event that a report is requested, no assistance
under subsection (a) shall be provided to the country specified prior
to transmittal of the report to the requested committee.

[(b) The annual congressional presentation materials shall in-
clude—

[(1) a list of the countries which received assistance under
this chapter for the preceding fiscal year, a list of the countries
which are programed to receive assistance under this chapter
for the current fiscal year, and a list of the countries which are
proposed as recipients of assistance under this chapter for the
next fiscal year; and

[(2) with respect to each country listed pursuant to para-
graph (1) and for each such fiscal year, a description of the as-
sistance under this chapter furnished, programed, or proposed,
including—

[(A) the place where training or other services under
this chapter were or will be furnished, the duration of such
training or other services, and the number of personnel
from that country which were or will receive training
under this chapter;

[(B) the types of equipment or other commodities which
were or will be furnished under this chapter; and

[(C) whether the assistance was furnished on a grant
basis, on an advance payment basis, or on some other
basis.

[Each report shall also describe the ways in which the provision
of such assistance has furthered the objective of enhancing the abil-
ity of foreign law enforcement authorities to deter acts of terror-
ism.]

Sec. [575.1 574. AUTHORIZATIONS OF APPROPRIATIONS.—(a)
There are authorized to be appropriated to the President to carry
out this chapter $9,840,000 for the fiscal year 1986 and
$14,680,000 for the fiscal year 1987.

(b) Amounts appropriated under this section are authorized to re-
main available until expended.

Sec. [576.1 575. ADMINISTRATIVE AUTHORITIES.—EXcept where
expressly provided to the contrary, any reference in any law to part
I of this Act shall be deemed to include reference to this chapter
and any reference in any law to part Il of this Act shall be deemed
to exclude reference to this chapter.

Chapter 9—Police Training

SEC. 581. PoLiceE TRAINING FOR CERTAIN FOREIGN COUNTRIES.—
The President is authorized to provide, on such terms and condi-
tions as he may determine, training, advice, financial support, and
equipment for police, prisons, or other law enforcement forces of a
foreign government, unless—

(1) such foreign government is not democratically elected; or
(2) notwithstanding paragraph (1)—
(A) such forces engage in a consistent pattern of gross
violations of internationally reco